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TUESDAY, JUNE 23, 1959 


COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON SURFACE TRANSPORTATION, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 2:40 p.m., in room 
5110, New Senate Office Building, Hon. George A. Smathers (chair- 
man of the subcommittee) presiding. ; 

Senator Smatuers. If the members of the ICC would be interested 
in coming up here and sitting in some of these soft chairs we would 
be very pleased to have you come up and thereby make a few seats 
available for those who are having to stand. 

First, may we also apologize for the fact that we had to postpone 
the meeting this morning because of conflicting committee meetings, 
but as is usually the case we set this down several weeks ago, and in 
the meantime the Finance Committee and other committees deter- 
mined to have such important legislation as the continuation of the 
excise taxes which we have to pass on before the 30th of June or else 
they expire. That had to be set down for this morning and tomorrow 
morning, so we have had to change the date of these hearings. 

Gentlemen, the question involved in these hearings is related to a 
basic economic concept in the American system: Shall there be compe- 
tition or shall there be regulated monopoly in the transportation sys- 
tem of the Nation ? 

The bills that are the subject of these hearings involve two dia- 
metrically opposed philosophies: S. 452 would insure or would seek 
to insure that the management of each form of transportation and 
the groups employed by each form would continue to observe compe- 
tition as the keynote of our transportation system. 

On the other hand, Senate bill 1353, 1354, and 1355, and Senate bill 
2189 appear to allow a combination among the various forms of trans- 
— with the thought, I presume, that effective regulation can 

exercised over such aggregations of capital and labor. 

These proposals are far-reaching not only in the philosophical 
sense but in the practical application of them. The bills would regu- 
late the ownership of the various modes of transport but the real 
question involved is whether it is in the public interest for one mode 
of transportation to own a competing mode of transportation, and 
thus, perhaps, present conditions favorable to sowing the seed of 
monopoly ; or whether it is in the public interest to prohibit one form 
of transportation to own a competing mode of transport, and thus 
perhaps sow the seeds of a regulated, but still competitive, transport 
system, which some carriers visualize as detrimental to their’ present 
operation, and a threat to their very existence. 

1 








2 


COMMON OWNERSHIP BY REGULATED CARRIERS 


A parallel question, which eventually must be decided by the Con- 
gress, by applying the same standards, is whether it is in the public 
interest to allow one labor organization, or one person in the labor 
movement, to control employees of all modes of transport: ition ; or 
whether it is in the public interest to prohibit one labor organization: 
or one person in the labor movement, from controlling employees in 
more than one segment of the transport industry. 

S. 452 is not intended to infringe upon the right of a union, or an 
individual in a labor union, from “directing or controlling the activi- 
ties of his union, or other unons, in that. particular segment of the 
transportation industry. 

It would be unfair for management to be given rights which we 
would deny to labor. On the other h: ind, we could not, in good con- 
science, permit the expansion of labor within a particular ‘industry, 
and, at the same time, restrict the expansion of management. 

Very briefly, that is "the purpose of our gathering here today. Will 
we have controlled expansion on the part of labor and management 
within a single segment of the transportation industry, or uncon- 
trolled expansion on the part of labor and management throughout 
the entire transportation industry ¢ 

I would like to stress one point prior to calling our first witness, 
As I understand bill S. 452, there is no prohibition from one form of 
transport joining with another form of transport in the field of 
through rates, equipment exchanges, or passenger through service 
which would be to the detriment of shippers, consumers or travelers, 
We have, today, joint rates between the various modes, exchange 
agreements for round trip passage between the various modes, and 
equipment exchanges. Under the proposed bill, this would remain un- 
changed. I mention this now because of the apprehension expressed 
by various shippers and transport companies, and I want to set their 
mind at ease at this time. 

I am going to further ask the witnesses who are about to appear 
to take into consideration in their statements two factors in addition 
to the cause they will so zealously proffer. These are the factors of 
our national economy and our national defense. If you are manage- 
ment, will an unprecedented concentration of power in the hands “of 
labor be of benefit: to you and to the economy and defense of the 
United States? If you are labor, will an unprecedented concentra- 
tion of power in the hands of management be of ultimate benefit to 
you, a to the economy and defense of the United States? 

If you are shippers, consumers, or passengers, will an unprecedented 
concentration of power in the bande of management or labor be of 
ultimate benefit to you, and to the economy and the defense of the 
United States? 

These are far-reach questions affecting every man, woman, and 
child in this country. Their solution is long overdue. I am hopeful 
that today’s hearing will be the first step toward their eventual solu- 
tion, and at the risk of being associated with further prolonging an 
already long overdue examination of existing policy, I shall quickly 
close these remarks. 
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(The bills referred to follow :) 


[S. 452, 86th Cong., lst sess. ] 


A BILL To prohibit the issuance of public certificates of necessity and convenience to 
certain applicants and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1(20) of part I, of the Inter- 
state Commerce Act, is hereby amended by striking the period at the end of the 
first sentence therein and inserting the following: “: Provided, however, That 
the Commission may not issue any certificate to any applicant or person, who 
has a direct or indirect interest, or who has an officer or director who has a direct 
or indirect interest, in a person who is a holder of a certificate of public neces- 
sity and convenience issued in accordance with the provisions of section 207, 
part II, of this Act, as amended, or section 309(c), part III, of this Act, as 
amended, or section 7E of the Natural Gas Act of 1938, as amended, or section 
401(d)(1) and section 401(d)(2) of the Federal Aviation Act of 1958, as 
amended (72 Stat. 731), or is a contracting party to an operating differential 
subsidy contract executed in accordance with the provisions of section 306 of 
the Merchant Marine Act of 1936, as amended.” 

Sec. 2. Section 207(a), part II, of the Interstate Commerce Act, as amended, 
is hereby amended by striking the period following the first proviso and insert- 
ing the following: “: And provided further, That no such certificate may be 
issued to any applicant or person, who has a direct or indirect interest, or who 
has an officer or director who has a direct or indirect interest, in a person who 
is a holder of a certificate of publie necessity and convenience issued in accord- 
ance with the provisions of section 1(18), part I, of this Act, as amended, or 
section 309(c), part III, of this Act, as amended, or section 7E of the Natural 
Gas Act of 1938, as amended, or section 401(d)(1) and section 401(d) (2) of 
the Federal Aviation Act of 1958, as amended, or is a contracting party to an 
operating differential subsidy contract executed in accordance with the pro- 
visions of section 306 of the Merchant Marine Act of 1936, as amended.” 

Sec. 3. Section 7E of the Natural Gas Act of 1934, as amended, is hereby 
amended by striking the semicolon therein and the remainder of the sentence 
following the semicolon and inserting “: Provided, however, That the Commis- 
sion may not issue any certificate to any applicant or person, who has a direct 
or indirect interest, or who has an officer or director who has a direct or indirect 
interest, in a person who is a holder of a certificate of public necessity and con- 
venience issued in accordance with the provisions of section 1(18), part I, of 
the Interstate Commerce Act, as amended, or section 207, part II, of the Inter- 
state Commerce Act, as amended, or section 309(c), part III, of the Interstate 
Commerce Act, as amended, or section 401(d) (1) and section 401(d) (2) of the 
Federal Aviation Act of 1958, as amended, or is a contracting party to an oper- 
ating differential subsidy contract executed in accordance with the provisions of 
section 603 of the Merchant Marine Act of 1936, as amended; otherwise such 
application shall be denied.” 

Sec. 4. Section 401(d) (1) of the Federal Aviation Act of 1958 (72 Stat. 731), 
is hereby amended by striking the semicolon therein and all that follows and 
inserting: “: Provided however, That the Board may not issue any certificate 
to any applicant or person, who has a direct or indirect interest, or who has 
an officer or director who has a direct or indirect interest, in a person who is 
a holder of a certificate of public necessity and convenience issued in accordance 
with the provisions of section 1(18), part I, of the Interstate Commerce Act, 
as amended (49 Stat. 543), or section 207, part II, of the Interstate Commerce 
Act, as amended (49 Stat. 551), or section 309(c), part III, of the Interstate 
Commerce Act, as amended (54 Stat. 942), or section 7E of the Natural Gas 
Act of 1938, as amended (56 Stat. 83), or is a contracting party to an operating 
differential subsidy contract executed in accordance with the provisions of sec- 
tion 608 of the Merchant Marine Act of 1936, as amended (49 Stat. 2002) ; 
otherwise such application shall be denied.” 

Sec. 5. The Interstate Commerce Act, as amended, the Federal Aviation Act 
of 1958, as amended, the Merchant Marine Act of 1936, as amended, the Natural 
Gas Act of 1938, as amended, are hereby amended by adding at the end thereof 
the following new section: 

“(1) For the purposes of this section, the transportation industry is divided 
into the following segments: Air transportation, water transportation, railroad 
transportation, motor vehicle transportation, pipeline transportation. 
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“(2) The term ‘Commission’ as used in this section means the Interstate 
Commerce Commission, the Federal Power Commission, the Civil Aeronautics 
Board, the Federal Maritime Board. 

“(3) The term ‘carrier primarily engaged in a separate segment of the trans. 
portation industry’ means a person, firm, copartnership, corporation, associg- 
tion, or joint-stock association, or any trustee, receiver, assignee or personal 
representative thereof, whose primary and basic business operations are the 
transportation of persons or property for hire, and is exclusive of any ‘private 
carrier of property by motor vehicle’ as defined in paragraph (17), section 208, 
part II, of the Interstate Commerce Act, as amended. 

“(4) Notwithstanding the provisions of any other statute or law, it shall be 
unlawful for any individual or person or employee or group of employees or 
organization of employees of any carrier primarily engaged in a separate geg- 
ment of the transportation industry to interrupt the normal operation of said 
separate segment of the transportation industry by overt acts or refusal to act 
if such overt acts or refusal to act are due to participation in or support of the 
activities or objectives of any individual or person or employee or group of em- 
ployees or organization of employees of any carrier primarily engaged in any 
other separate segment of the transportation industry : Provided, however, That 
nothing herein shall be construed to prevent any individual or person or em- 
ployee or group of employees, or organization of employees of any carrier pri- 
marily engaged in a separate segment of the transportation industry from pro- 
moting their own objectives in a lawful manner. 

“(5) The Commission is hereby authorized, upon complaint, or upon its own 
initiative without complaint, but after notice and a hearing, to investigate and 
determine whether there is a violation of the provisions of paragraph (3). If 
the Commission finds after such investigation that there is a violation of the 
provisions of such paragraph it shall by order require such individual or person 
or employee or group of employees, or organization of employees, its officers and 
agents to take such action as may be necessary in the opinion of the Com- 
mission, to prevent continuance of such violation. 

“(6) Notwithstanding the provisions of any other statute or law the district 
courts of the United States shall have jurisdiction upon the complaint of the 
Commission, alleging a violation of any of the provisions of this section or dis- 
obedience of any order issued by the Commission thereunder by any individual 
or person or employee or group of employees, or organization of employees, or 
its officers or agents, to issue such writs of injunction or other proper process, 
mandatory or otherwise, as may be necessary to restrain such defendants from 
violation of this section or to compel obedience to such order. 

““(7) Whosoever shall violate the provisions of part III of this section shall 
be liable to a fine of $5,000 or imprisonment for five years or both. Any organ- 
ization which violates the provisions of part III of this section shall be liable 
to a fine of $25,000 for each separate violation.” 

Sec. 6. Section 603(a) of the Merchant Marine Act of 1936, as amended, is 
hereby amended by striking the period at the end thereof and inserting: “: Pro- 
vided, however, That the Federal Maritime Board may not enter into any 
contract with any applicant or person, who has a direct or indirect interest, or 
who has an officer or director who has a direct or indirect interest, in a person 
who is a holder of a certificate of public necessity and convenience issued in 
accordance with the provisions of section 1(18), part I, of the Interstate Com- 
merce Act, as amended, or section 207, part II, of the Interstate Commerce Act, 
as amended, or section 7E of the Natural Gas Act of 1938, as amended, or 
section 401(d)(1) and section 401(d)(2) of the Federal Aviation Act of 1968, 
as amended.” 

Sec. 7. Section 309(c), part III, of the Interstate Commerce Act, as amended, 
is hereby amended by striking the semicolon and all that follows and inserting: 
““: Provided, however, That the Commission may not issue any certificate to any 
applicant or person, who has a direct or indirect interest, or who has an officer 
or director who has a direct or indirect interest, in a person who is a holder of a 
certificate of public necessity and convenience issued in accordance with the 
provisions of section 1(18), part I, of this Act, as amended, or section 207, part 
II, of this Act, as amended, or section 7E of the Natural Gas Act of 1938, as 
amended, or section 401(d) (1) or section 401(d) (2) of the Federal Aviation Act 
of 1958, as amended.” 
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{S. 1353, 86th Cong., 1st sess. ] 


A BILL To amend the Interstate Commerce Act to remove certain restrictions as to 

rsons who may engage in the business of a motor carrier and upon the issuance of 

certificates or approvals for engaging in such business or acquiring control of another 
engaged therein 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 207(a) of the Interstate Com- 
merce Act (49 U.S.C. 307(a)) is amended by adding at the end thereof the fol- 
lowing sentence: “No application for a certificate shall be denied and no terms, 
conditions, or limitations restricting the traffic to be handled, the service to be 
performed or the operations to be conducted shall be attached to any certificate 
merely by reason of the fact that the applicant for such certificate is a carrier 
other than a motor carrier, or a person controlled by a carrier other than a 
motor carrier or affiliated therewith within the meaning of section 5(6) of 
part I, and certificates heretofore issued under any provision of the Interstate 
Commerce Act to such carriers or persons containing such terms, conditions, 
or limitations shall, upon application by the holder therof, be modified by the 
Commission in conformity herewith.” 

Sec. 2. Section 5(2)(b) of the Interstate Commerce Act (49 U.S.C. 5(2) (b)) 
is amended to repeal and eliminate in its entirety the proviso reading as follows: 
“Provided, That if a carrier by railroad subject to this part, or any person which 
is controlled by such a carrier, or affiliated therewith within the meaning of 
paragraph (6), is an applicant in the case of any such proposed transaction 
involving a motor carrier, the Commission shall not enter such an order unless 
it finds that the transaction proposed will be consistent with the public interest 
and will enable such carrier to use service by motor vehicle to public advantage 
in its operations and will not unduly restrain competition.” 


[S. 1354, 86th Cong., 1st sess.] 


A BILL To amend the Civil Aeronautics Act to remove certain restrictions as to persons 
who may engage in the business of an air carrier and upon the issuance of certificates 
or approvals for engaging in such business or acquiring control of another engaged 
therein 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Civil Aeronautics Act is amended 
by adding section 417 to read as follows : 

“Sec, 417. In any proceeding under this subchapter IV no special or different 
standards, requirements, or burden of proof shall be applied, and no terms, con- 
ditions, or limitations shall be attached or prescribed merely by reason of the 
fact that a person affected by such proceeding, whether as an applicant or other- 
wise, is a carrier other than an air carrier, or a person controlled by a carrier 
other than an air carrier affiliated therewith, within the meaning of section 5(6) 
of the Interstate Commerce Act.” 

Seo. 2. Section 408(b) of the Civil Aeronautics Act (49 U.S.C. 488(b)) is 
amended to repeal and eliminate in its entirety the proviso reading as follows: 
“Provided further, That if the applicant is a carrier other than an air carrier, 
or a person controlled by a carrier other than an air carrier or affiliated there 
with within the meaning of section 5(8) of the Interstate Commerce Act, as 
amended, such applicant shall for the purposes of this section be considered 
an air carrier and the Board shall not enter such an order of approval unless 
it finds that the transaction proposed will promote the public interest by enabling 
such carrier other than an air carrier to use aircraft to public advantage in its 
operation and will not restrain competition.” 


{S. 1355, 86th Cong., Ist sess.] 


A BILL To amend the Interstate Commerce Act to remove certain restrictions as to 
persons who may engage in the business of a water carrier and upon the issuance of 
certificates or approvals for engaging in such business or acquiring control of or an 
interest in another so engaged 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 309(c) of the Interstate Com- 
merce Act (49 U.S.C. 909(c) ) is amended by adding the following sentence at the 
end thereof : “No application for a certificate shall be denied and no terms, con- 
ditions, or limitations restricting the traffic to be handled, the service to be 
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performed, or the operations to be conducted shall be attached to any certificate 
merely by reason of the fact that the applicant for such certificate is a Carrier 
other than a water carrier or a person controlled by a carrier other than a water 
carrier or affiliated therewith within the meaning of section 5(6) of the Inter- 
state Commerce Act.” 

Sec. 2. Section 5(14) of the Interstate Commerce Act (49 U.S.C. 5(14)) is 
amended to read as follows: 

“(14) Notwithstanding the provisions of paragraph (2) of this section and 
of section 309(c), from and after the Ist day of July 1914, it shall be unlawfy) 
for any carrier, as defined in section 1(3), or (after the date of the enactment 
of this amendatory section) any person controlling, controlled by, or under 
common control with, such a carrier to own, lease, operate, control, or have any 
interest whatsoever (by stock ownership or otherwise, either directly, indirectly, 
through any holding company, or by stockholders or directors in common, 
or in any other manner) in any common carrier by water operated through the 
Panama Canal with which such carrier aforesaid does or may compete for 
traffic or any vessel carrying freight or passengers upon said water route with 
which said railroad or other carrier aforesaid does or may compete for traffic; 
and in ease of the violation of this provision each day in which such violation 
continues shall be deemed a separate offense.” 

Sec. 3. Section 5(15) of the Interstate Commerce Act (49 U.S.C. 5(15)) is 
amended to read as follows: 

“(15) Jurisdiction is hereby conferred on the Commission to determine ques- 
tions of fact, arising under paragraph (14), as to the competition or possibility 
of competition, after full hearing, on the application of any railroad company 
or other carrier. Such application may be filed for the purpose of determining 
whether any existing service is in violation of such paragraph and may pray 
for an order permitting the continuance of any vessel or vessels already in ope 
ration. The Commission may on its own motion or the application of any 
shipper institute proceedings to inquire into the operation of any vessel in use 
by any railroad or other carrier which has not applied to the Commission and 
had the question of competition or the possibility of competition determined as 
herein provided. In all such cases the order of said Commission shall be final.” 

Sec. 4. Section 5(16) of the Interstate Commerce Act (49 U.S.C. 5(16)) is 
repealed. 


[S. 2189. 86th Cong., 1st sess.] 


A BILL To amend section 411 of the Interstate Commerce Act, as amended, with respect 
to relationships between freight forwarders and other common carriers 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (a) of section 411 
of the Interstate Commerce Act, as amended, is amended to read as follows: 

“Sec. 411 (a)(1) Notwithstanding any other provision of this Act, it shall 
be lawful, with the approval and authorization of the Commission, as provided 
in paragraph (a) of this subsection, for a freight forwarder subject to this 
part to acquire control of one or more common carriers subject to part I, II, or 
III of this Act, through ownership of stock or otherwise; except that this sub- 
section shall not alter, limit, or affect the right of any carrier subject to part 
I, Il, or III of this Act to acquire control of any other carrier subject to part 
I, II, or III of this Act in accordance with the provisions of section 5 of part 
I of this Act. 

“(2) Whenever a transaction made lawful by paragraph (1) of this sub- 
section is proposed, the freight forwarder seeking authority therefor shall 
present an application to the Commission, and thereupon the Commission shall 
give due notice thereof and afford reasonable opportunity for interested parties 
to be heard, setting the application for public hearing if deemed by the Com- 
mission necessary in order to determine whether the findings specified in para- 
graph (3) of this subjection may properly be made. If the Commission finds 
that, subject to such terms and conditions and such modifications as it shall 
find to be just and reasonable, the proposed transaction is within the scope 
of paragraph (1) of this subsection and will be consistent with the public in- 
terest, it shall enter an order approving and authorizing such transaction, 
upon the terms and conditions and with the modifications so found to be just 
and reasonable. 
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“(3) In passing upon any proposed transaction under the provisions of this 
section, the Commission shall give weight to the following considerations, among 
others: (1) The effect of the proposed transaction upon adequate transporta- 
tion service to the public, and (2) where appropriate, the interest of the car- 
rier employees affected; and the Commission may require, as a prerequisite to 
jts approval of any proposed transaction under the provisions of this section, 
a fair and equitable arrangement to protect the interests of the employees 
affected.” 

Senator Smatuers. I have a statement prepared by Senator But- 
ler, the sponsor of Senate bills 1353, 1354, and 1355 which I shall 
read : 

Mr. Chairman, three of the measures being heard by this subcommittee to- 
day were introduced by me. I introduced these bills “by request” on March 10, 
1959. At the time, I said that my introduction of the proposed legislation did 
not indicate any preconceived conclusion on my part as to the merits of the 
pills. I did feel and say, and continue to feel, however, that the proponents 
of the measures (specifically the railroad industry) ought to be given an op 
portunity to be heard on the merits of the bills. 

I am grateful to the chairman for having followed my suggestion and for 
having provided such an opportunity. 

It would serve no useful purpose for me to undertake to explain these three 
pills. In general they are designed to remove certain artificial and special re- 
strictions now imposed upon the railroads when they seek to enter transporta- 
tion by other forms such as highway and water and imposed upon any surface 
carrier seeking entry into air transport. At the time the bills were introduced 
I inserted into the Record (Congressional Record of Mar. 10, 1959), a “Memo- 
randum of Transport Diversification” which contained a description of the 
bills and an explanation of their purposes. I am certain that witnesses now 
waiting to appear before this subcommittee will amplify that explanation. 

Since introducing 8. 13538, S. 1354, and S. 1355, I have received a great many 
letters and other communications urging their favorable consideration. I have 
asked my staff to assemble these communications in suitable order and I ask 
now that at an appropriate time they be made a part of this hearing record. 

We will not now make them a part of the record but we will subse- 
quently. 

We have as our first witness today Dr. Raymond W. Miller, the 
president, Public Relations Associates, Inc., Washington, D.C. 

Mr. Miller / 


STATEMENT OF RAYMOND W. MILLER, PRESIDENT, PUBLIC 
RELATIONS ASSOCIATES, INC. 


Mr. Miter. Senator Smathers, my name is Raymond W. Miller. 
I am the president of Public Relations Associates, Inc., here in Wash- 
ington, D.C., and the former president of the American Institute of 
Cooperation. I am a consultant at the Graduate School of Public 
and International Affairs of the University of Pittsburgh, and lec- 
ture regularly at the Harvard Graduate School of Business Adminis- 
tration. I am currently serving on the board of directors of both the 
American University and the Transportation Association of Amer- 
lea. Iam the author of the book “Can Capitalism Compete ?” which 
was published in April of this year. Since 1935 I have devoted much 
of my time to travel and research in an effort to determine how we 
can do a better job of describing the benefits of American capitalism 
in the face of the pressure of world communism. 
_Tam appearing today in my individual capacity to testify on sec- 
tion 5 of S. 452. Other witnesses scheduled to appear are certainly 
more knowledgeable of the immediate operational difficulties involved 
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in the situation which section 5 of this bill would correct. My views 
in this connection are based largely upon observations I have made 
in travel in many parts of the free world. My convictions are not 
directed to either management or labor as such, but to the continua- 
tion of the kind of government we now enjoy. The trend through- 
out the world is toward nationalization. The struggle for the loyal- 
ties of men between totalitarian imperialism and democratic freedom 
has been one of my prime concerns for many years. In carefully 
watching the trends under our own system of free enterprise, recent 
developments in the transportation segment of our economy gave me 
cause for serious concern, and I am grateful to this subcommittee for 
the opportunity to appear and express my views on section 5 of S, 452 
As I understand it, section 5 would make it unlawful for labor in 
one segment of the transportation industry to interrupt the “normal 
operations” of its ee segment by participation in or support 
of “activities or objectives” of labor in a different segment of the 
transportation industry. 

I would now like to comment on national trends as they relate to 
the problems being covered by this proposed legislation. From this 
point, I will talk from the outline of four major headings listed in 
my prepared statement. 

Y. Our private enterprise system of government can survive only if 
we hew to the line on certain basic fundamentals. 

A. One such fundamental is that no single person or single 
group should be permitted to obtain a throttle hold on our Nation. 

1. Such a throttle hold is too great a concentration of 
power in one person or grou p. 

2. It threatens the very life of the Nation. 

3. It provides a type of blackmail power. 

B. America has accepted the philosophy of the Sherman Anti- 
trust Act. 

1. The Sherman Act enacted when business in this country 
was being dominated by large and giwnt monopolistic cor- 
porations. 

2. The Sherman Act has been bipartisan, supported by 
each President and administration of the United States and 
adhered to by an overwhelming majority of American busi- 
nessmen and citizens. 

I would like to read into the record a statement which many of us 
have known and which I think is highly important made by Chief 
Justice Edward Douglass White, in Standard Oil vy. UWS., 221 US. 
183, 1911, when he said: 

All who recall the condition of the country in 1890 will remember that there 
was everywhere, among the people generally, a deep feeling of unrest. The 
Nation had been rid of human slavery—fortunately, as all now feel—but the 
conviction was universal that the country was in real danger from another kind 
of slavery sought to be fastened on the American people; namely, the slavery 
that would result from aggregations of capital in the hands of a few individuals 
and corporations, controlling for their own profit and advantage exclusively, 
the entire business of the country. * * * 

These same general principles which I believe are very largely 
unique under our system of government which we have put into law 
which you as Congress have put into law in the Sherman Act and in 
various other subsequent acts are one of the unique contributions that 
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this Nation of ours has in the world at large. And these same prin- 
ciples as to the flow of monopolistic power, a type of concentration of 
ower which section 5 would prevent, I believe, leads me into my No. 
9 thought : the type of individual power, if used, which section 5 of the 
Senate 452 would make unlawful, would be intolerable in our system 
of government. 
f such power were ever used it would end in conditions which only 
the Federal Government could combat. 

The result could well be that the Government takeover in the in- 
dustry—an end which is wholly incompatible with the principles of 
democracy, such an end need not occur—legislation of the type pro- 
vided by section 5 of this measure would telp to preserve our way of 
life. 

I would like to take just a minute to explain basically what I 
mean in this outline. 

I have been very fortunate in a period of years of seeing much of 
the new world as it has been born. I traveled some 200,000 or 300,000 
miles in Asia and in other parts of the developing world between 
1949 to date and, as you visit with people in these foreign countries 
in the developing parts of the world, they are torn between many 
things. One of the things which tears at their heartstrings is the 
fact that they want to go ahead, they want progress. Their goal, 
their dream is the thing that we have developed here in North Amer- 
ica, not only the United States, but in Canada. And I am firmly con- 
vinced that as you run into the world movements of thoughts of men 
and women in the far places of this earth that one of the things 
that they hold the highest in their concept is a free world of the type 
of freedom of economic democracy that we have in America. 

Personally I am firmly convinced that had it not been for the Sher- 
man Antitrust Act and that whole series of principles that we would 
not have the America that we now have that is the ultimate dream of 
what most of the men and women in the free world want, and so I 
look at these things that any threat, I don’t care whether it is man- 
agement, labor, whatever it may be, anything that threatens the 
freedom of opportunity and the freedom of movement that we have 
within our system of operation in the United States as prescribed 
by the laws of Congress and voluntarily and I think quite willingly 
hved up to by the great bulk of the American people, I fear any 
change in tendency. 

Now, when we get into this situation of where we might have a 
powerful union, and I would say exactly the same thing if it were 
a corporation or business of the same type of thing, where we have 
any union or any organization that can step in and throttle the 


national economy as I believe is possible today under the type of 


thinking that some people have in America and of which this bill 
is aimed to correct, as I understand it, I think that it is in the public 
interest that this type of legislation be enacted. 

We, today, in this Nation of ours, are utterly dependent upon 
transportation; those of us that are past 60 years of age know that 
when we were young people that was not true, that parts of America 
could live by themselves, but today we are utterly dependent upon 
transportation of one form or another—air, truck, rail, barge, what- 
ever it may be; we can’t exist but just a very few days in any part of 
this country without goods going in and out. 
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So, to me it seems an intolerable situation that we may develop to | 


a point of where any organization, whatever it might be, might step 
in and deprive the American people of the type of goods and services 
to which they are now entitled. 

Such an end need not occur, as I mentioned. 

My No. 3, modern American capitalism, is different from the cap- 
italism of a generation ago. 

I don’t want to go into detail. I have written it, I have lectured 
on it, I believe it, well, it is just my life. Today we have a new concept 
of the use of money, or corporations and of economic power. Frankly, 
the battle of this world is not so much as I see it against the U.S. Goy- 
ernment; the battle of this world today is against capitalism, per se, 
and the capitalism that we have developed in North America which 
is a capitalism of service as well as profit and a capitalism that owes 
something in the public interest, that type of capitalism, gentlemen, 
you can go to the ends of the earth and the people want it, they don’t 
know what it is, and if we allow any group to threaten that particular 
free flow back and forth, then I believe that we are very dangerous. 

It is the old type of capitalism that Communist propagandists use 
in their efforts to discredit. A very interesting thing, without going 
into detail and you didn’t come for a lecture on Marxism or this type 
of thing, but the philosophy of Marx and the days when Marx gospel 
was put in written form and later taken up by later disciples and 
scattered around the earth, Marx was aimed against a type of capital- 
ism that has very largely ceased to exist in North America. It isa 
type of thing that is unique. 

ou say, What has this to do with this situation? I say this, 
gentlemen: I came here will®gly, voluntarily of my own free will 
and accord, because to me if we reach the point for any group of 
individuals, whoever they may be or how high intentioned they are, 
that can step in and put a throttle around the throat of the American 
economy, then I think it is dangerous and that is the reason I am so 
very much in accord on your particular philosophy of this bill. 

Getting over into the matter of organized labor. This is somethin 
that to me is very interesting and I put it in written form eevee 
times and recently in this book. That organized labor must con- 
tinue to thrive. We need it; much of our economy in America today 
is what it is because we have had organized labor that has become 
strong and it has made possible the purchasing of large amounts of 
goods and employment of an ever-widening circle of people, but it 
hasn’t arrived to where it is by a life and death hold upon the rest 
of the economy. 

Monopolistic labor must not run our Nation. This is the very type 
of threat that we for years have been moving away from. Tneiden- 
tally it is an interesting thing, that labor overseas, organized labor 
from the United States, in my personal opinion, based upon hundreds 
of observations with people in various parts of the world, organized 
labor has done a much better job of interpreting American capitalism 
overseas than has American business. American business overseas 
has not done the job of interpreting the very thing for which it stands 
as has the American labor union man who has gone overseas and 
preached the gospel of an organized labor group within a free flowing 
capitalistic economy. 
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In my opinion that is what stop the socialistic trend of Europe 
in its tracks, among certain large labor, trade union groups in Europe. 
I sat.in on some of the meetings, 1951, 1952, and 1953 in Europe. 
saw this changed, I was in part of it and in part I was an observer. 

So the thing I am discussing here today and taking your time, 
gentlemen, for a few minutes, is not anything to do with labor or per 
se, with business per se, but it has to do with the faith that I have in 
this particular system of government to which I was born. I didn’t 
ask to be born in the United States, I was born here and I am very 
happy of it. Born in an era when we have arrived at certain very 
basic economic experiments that have made us have the economy we 
have, and these experiments that we have in America, which have been 
highly successful have been that we have a government, which frankly 
you Senators and Representatives, frankly you are our board of 
directors. ; 

We have an administration, we have a president who presides and 
all this and that, and we have allowed business and labor and agri- 
culture and the professions to operate in a free flowing movement 
within this. 

I personally believe that had it not been for the Sherman Antitrust 
Act that this free flow would have stopped. So that is my story and 
I appreciate it. 

Senator SmarueErs. Doctor, may I ask you just a couple of ques- 
tions 4 

Mr. Mituer. Yes, sir. ; 

Senator Smaruers. Do you think that it would be good for the 
general economy of the Nation if one or two corporations owned, we 
will say, roughly, 40 or 50 percent of all the business ? 

Mr. Miter. No, sir. 

Senator Smatuers. Do you think that it would be good for the 
transportation industry and thereby good for America if 1 or 2, may- 
be 5 or 10 large companies owned the entire transportation physical 
properties ? 

r. Minter. Personally my own answer would be “No,” but I would 
like to qualify it in this regard, that under a regulated monopoly, of 
which transportation systems are, Congress ultimately may find that 
you have to allow certain consolidations, that I would not like to com- 
ment on. 

In general, I would say, “No.” 

Senator SmaTuers, Do you think that the present system of trans- 
posetiion, that is as it has developed since we will say 1920, has it 

n in a fashion satisfactory to you insofar as we will say most of 
the railroad industry has been owned by, we will say where there are 
roughly now 600 companies, but the railroad people have been pretty 
well staying in the railroad business and the trucking people have 
been pretty well staying in the trucking business, and the merchant 
marine or the inland waterway group have been pretty well staying 
within that group; do you think that the transportation industry 
would be materially benefited and that thereby the economy of our 
country would be materially benefited if we permitted a lot of joint 
ownership of various modes of transportation ? 
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Mr. Mruxer. I have never made a basic study of it but my general 
observation of it would be this: Personally I like the system we now 
have, I travel an average of 2,000. miles a week and have done it for 
20 years; I have had a lot todo wath shipping. Personally I like what 
we have. I do believe this: that you have to allow a certain amount 
of interplay but basicaly 1 am a great believer in competition. 

Senator Smaruers. Now, you “underst: and, I am sure from what 
you said, that the philosophy of this bill is that there would be com- 
petition, that railroads would be in a position to compete with each 
other and under the direction of the Interstate Commerce Commission 
would be free to compete against other modes of transportation where 
they could demonstrate to the Commission that they can do a better 
job for the shipper, et cetera. 

But the theory of it is that we do not combine the ow nership, we do 
not let ownership at the top own not only the railroad and the truck 
and the airline, and finally, the barge line. We continue to have 
these industries segmentized, so to speak. 

Mr. Mituer. Yes, sir. 

Senator Smaruers. And that is the way it has as a practical matter 
been working, do you think that is a sensible way to have it continue 
to work ? 

Mr. Minier. Not having made an intensive study on it 1 would like 
to give you my opinion not t based upon a lot of study. 

It is my personal opinion that the public interest has been pretty 
well served by the way you have been operating the last few years. 
1 do believe this, that there are certain occasions when it is advisable 
to break through the line under permission of regulation where it 
might be done in minor places. 

Senator Saaruers. If the philosophy as you have expressed it is 
such that we continue to have divided ownership with respect to the 
overall transportation industry, do you think that the Congress would 
be justified in having a like division with respect to the influence of 
one man or maybe one labor union in the labor field of transportation ! 

In other words, let me put it this way: If we are going to have a 
line separating the railroad industry ownership from the trucking 
industry ownership and the merc hant marine ownership, the aviation 
ownership, and in fact, we do not let one own the other, can you not 
see or do you see any justification for drawing that line on down, that 
vertical line on down, so that the labor which operates the trains, 
Brotherhood of Railw ay Trainmen, for example, and all their related 
agents, they can have all the unions they want but we keep them op- 
erating in their separate fields. 

Does that seem to you to be a sensible, a reasonable, a capitalistic 
approach to this roblem ? ? 

fr. Mituer. Yes, sir; that is the reason I am here this afternoon, 
because I believe that. as you have expressed it. I do think this: that 
none of this and you have it explained in your bill or whoever wrote 
basically labor within each group has an absolute right to 





organize, labor has the right, as I would see it, to go ahead and do as 

it sees fit, but that the matter of the interloc king control between these 

various forms, I think, would be against the public interest. 
Senator Smaruers. All right, sir. Thank you very much. 
Senator Schoeppel, do you have any questions? 
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Senator Scuorppet. Mr. Miller, how far do you think we can go 
to permit mergers in the transportation industry? By that I mean 
this: [ get your concept of the competitive approach which has made 
great strides in this country by reason of proper supervision, 

Mr. MILter. Yes. 

Senator Scuorrret. Now we have the new advent of the air age 
just using that as an example. On the design boards today, it may 
actually in a few years down the ine it has been predicted that the 
wheel is going to be practically eliminated, whether that comes true 
or not, I don’t know, but what is that going to do to the railroads 
if they are not permitted, say, to consolidate and merge for their 
self-protection ¢ 

Now, where are we going to draw the line on that? 

Mr. Mituer. Personally, sir, I am not an authority in that field 
but I am a great believer within reason and in contro) and some of 
my railroad friends or airline friends may think I am completely off 
base on this thing. 

It is my personal opinion that a certain amount of consolidation is 
within the railroads not only in the public interest; I think it is in 
the public necessity, and also in air. 

Senator Scnorrret. In other words, and I am using this figura- 
tively now; if the railroad industry or, for instance, the trucking in- 
dustry, if they are straitjacketed to the point where they must stand 
by and continue to see the things move away from them, then will not 
this country suffer, too? 

Mr. Miuirr. Yes, sir, within reason. 

Senator Scnorrret. And then it is going to build up that com- 
peting mode until something else transforms that and engulfs it. 

Mr. Miter. Yes, sir. 

Senator Scnorrret. No one wants to stop progress 

Mr. Miuier. My answer to you would be this: That within our 
type of capitalism which I have tried to describe over a period of 
years, we have a fluid capitalism, for instance, suddenly the Govern- 
ment owns something where, in New York State, where the city owned 
the powerplants, they have recently sold them to a private company. 
We have a fluid capitalism that goes in and out. These matters of 
consolidations are far too technical for me to pose as an expert witness 
—I am not, but in general principle it seems to me it is in the public 
interest to keep your eye on that type of thing. : 

What we do today may not hold true 25 years from now, but I 
would definitely believe this, sir, this one thing that is unique in 
America that is unique in the world is the fact that we allow freedom 
of competition with regulation by Government and opportunity for 
people to go in or out. 

ow back to your question specifically. To me it would seem im- 
possible for the rise of America to continue to operate on into the 
future without certain consolidations and I think that is true of 
trucking lines. 

The trucks have been doing a lot of consolidation lately which I 
think is in the public interest, but where that consolidation stops in 
size is for you gentlemen, as the Board of Directors of the United 
States, to step in and say so far and no further. 
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I do not know if that answers your question; I have tried to be 
forthright in telling you what I think. 

Senator Scuorpre.. I appreciate it, sir. 

Senator Smaruers. All right, sir. Thank you very much, Dr. 
Miller; we appreciate your coming up and giving us the benefit of 
your views, 

Mr. Mitier. Thank you very much. 

Senator Smaruers. Mr. Wilson Compton. 

Mr. Compton represents the Council for Financial Aid to Education. 


STATEMENT OF WILSON M. COMPTON, FORMER PRESIDENT OF 
AMERICAN FOREST PRODUCTS INDUSTRIES, INC., FORMER 
PRESIDENT, WASHINGTON STATE UNIVERSITY, AND FORMER 
PRESIDENT OF THE COUNCIL FOR FINANCIAL AID TO EDUCATION 


Mr. Comrron. My name, Mr. Chairman, as you indicated, is Wilson 
Compton. 

At the moment I am nothing more than a farmer. A rather ob- 
servant farmer, I hope, a well-read farmer, I hope; and my back- 
ground, I have been the president of one of the State universities, 
the head of one of our large industrial organizations some years ago, 
and more recently, as you indicated, the president of the Council for 
Financial Aid to Education which is engaged -in a nationwide effort 
to stimulate public interest in what is happening in the colleges and 
universities. 

I represent no one but myself. On the other hand, I daresay that 
the views which I hold are shared by millions of people who believe 
in what we call the competitive system and don’t want to see it under- 
mined, who believe in keeping the way open for opportunity to ordi- 
nary folks like myself and don’t want to see the seeds planted which 
might lead to a throttling of that kind of opportunity. 

daresay that there are millions of ordinary workmen who hold 
that view, who do not think that monopoly is a good thing for the 
country or for them. 

I listened to what Dr. Miller said and I think I would underscore 
the views which he has expressed and I see no point, therefore, in my 
generalizing; it would add nothing to the information available to 

ou. 

7 The points that I have undertaken to make in this brief copy which 
has been filed with you are more of a historical perspective: what has 
made business great; what has made economic progress important in 
this country. What I have suggested is that originally a great gain 
was made at the time our Government was founded when through 
the commerce laws of our Constitution the regulation of commerce 
between the States was left entirely to Congress, a national body. 

And in that way put a stop to the threatening excursions of limita- 
tions on trade over State borders that characterize our colonial situa- 
tion and which, as we know still, until recent years particularly char- 
acterized the economy of other countries, particularly in Europe, with 
whom we have been accustomed to make rather favorable comparisons 
in favor of our own system of free trade over national borders and 
in our case over State borders. 
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That would be a great barrier if that had not been done in the 
outset of this Government. Another barrier which -has been sur- 
mounted is the 

Senator Smaruers. Mr. Compton, may I interrupt you to say I 
have looked over your statement here and frankly it seems to me it is 
so good I think that we would benefit greatly if you would just read 
that statement. 

Mr. Comrron. I will be glad to do that if you think well of it. 

I appear in support of section 5 of S. 452 which would make it 
unlawful for employees in one segment of the transportation industry 
to interrupt the normal operations of their segment of the industry 
as a means of supporting the activities or objectives of employees in 
another segment of the transportation industry. 

In various private and Government posts over the years, I have 
become increasingly aware of the unique character of our Nation’s 
economic system, its amazing record of progress in the field of produc- 
tivity and its advancement in keeping open the doors of economic 
opportunity to ordinary people like myself. 

i want to see this progress continue. I do not want to see economic 
opportunity throttled by any power, either public or private. Our 
constitutional guarantees protect us from governmental throttling of 
economic opportunity. But legislation evidently is needed to protect. 
us from private throttling. 

No person or group should have the power to throttle, whether it 
exercises that power or not. That is the reason that I think that sec- 
tion 5 of S. 452 should be approved and enacted in substantially its 
present form. 

Our system is based on competitive private enterprise; transporta- 
tion is at the heart of this system. Without transportation our econ- 
omy could not function. Transportation is vital to our economic 
life. It is now highly competitive, partly regulated strictly by Gov- 
ernment, partly unregulated. 

I look on legislation such as section 5 of S. 452 as constructive 
rather than constrictive, as a preventive rather than a remedial meas- 
ure. It would result in the removal of a potential great barrier which 
otherwise might readily arise in our transportation system. The re- 
moval of the hazard of such barrier should permit the industry to 
continue serving its function of providing the Nation with safe, 
efficient and economical transportation, under private ownership and 
operation. And I might add the view that except under private 
ownership and operation we are not likely to have the benefits of a 
competitive system in transportation. 

To mention a few of the great barriers in our history: 

A first great barrier was the kind of restrictive practices by the 
Colonies which impeded commerce between the States in our early 
national history. The meeting called by a few of the States to deal 
with this problem bloomed into a later meeting from which evolved 
the Constitution, with its commerce clause, one of the bulwarks of our 
pearess in industry and trade. The result was the removal of the 

arrier to the free movement of men and goods. 

A second great barrier was the chaotic state of discrimination and 
uncertainty regarding regulation jurisdictions which were interfering 


with commerce before the passage of the Interstate Commerce Act 
in 1887. 
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That act brought Federal regulation to the carriers. But through 
succeeding years it has helped to keep commerce free from discrim- 
inations and arbitrary limitations. Common carriers must provide 
service on an equitable basis to all. 

A third great barrier has been a lack of understanding of the rela- 
tionship between transportation labor and the public interest in the 
transportation industry. This problem may be the more acute be- 
‘ause of the high ratio of payments to transportation labor to total 
costs, as compared with the products or services of other industries, 

A shutdown in the whole transportation industry would be in- 
tolerable, and the concentration of power in any person or group 
which would have even the power to accomplish such a purpose would 
contain the seeds of eventual disaster. 

Much concern has arisen on those occasions when a national rail- 
road strike threatened to accomplish this purpose. You need only 
to have a short memory to remember a case of that kind. 

There is even greater justifiable concern over recent threats and 
plans obviously designed for this end. The way to avoid this is not 
to try to remedy it after it has occurred, but to keep it from happen- 
ing by keeping it from getting started. That is why I favor section 
5 of this bill, 

Senator Smatuers. All right, sir, thank you very much, Mr. 
Compton. 

Do you have any questions, Senator Schoeppel ? 

Senator ScHorpre.. No, sir. 

Senator Smatuers. Thank you, sir. We appreciate your time and 
your statement and your thought. 

Our next witness is the Honorable John J. Allen, Under Secretary 
of Commerce for Transportation. 

Mr. Auten. Thank you, Mr. Chairman. I have a prepared state- 
ment which I would like to read into the record, if I may. 

Senator Smatuers. Yes, go right ahead. 





STATEMENT OF HON. JOHN J. ALLEN, JR., UNDER SECRETARY OF 
COMMERCE FOR TRANSPORTATION 


Mr. ALLEN. It is a pleasure to appear before your subcommittee and 
present the views of the Department of Commerce with respect to 
S. 452, S. 1353, S. 1884, S. 1355, and S. 2189, presenting the issue of 
one mode of transportation engaging in another mode of transporta- 
tion. One of the bills assumes the burden of the negative of the issue, 
and would prohibit the granting to a common carrier of one mode of 
transportation a certificate of public convenience and necessity to 
engage in another type of transportation. Generally speaking, the 
other four bills take the affirmative, and would remove certain restric- 
tions relative to the granting of a certificate to a common carrier of 
one mode of transportation to engage in another type of transporta- 
tion. 

Off the record, if I may, Mr. Chairman. 

( Discussion off the record.) 

Mr. ALiEN. 8. 452 would, among other things, prohibit the Inter- 
state Commerce Commission, the Federal Power Commission, and the 
Civil Aeronautics Board from issuing certificates of public conven- 
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ience and necessity for rail, motor, or air carriers, or natural gas 
companies, to any applicant having a direct or indirect interest in the 
holder of a certificate issued for such a carrier or natural gas company, 
or in the holder of an operating-differential subsidy contract under 
the Merchant Marine Act, 1936, as amended. The Interstate Com- 
merce Commission also would be prohibited from issuing certificates of 

ublic convenience and necessity for water carriers to any applicant 
faving such an interest in the holder of a certificate issued to a rail, 
motor, or air carrier, or a natural gas company. The Federal Mari- 
time Board would be prohibited from entering into an operating- 
differential subsidy contract with a steamship operator who has such 
an interest. in a rail, motor, or air carrier, or a natural gas company 
holding a certificate issued by the Interstate Commerce Commission, 
the Federal Power Commission, or the Civil Aeronautics Board. 

S. 1353, S. 1354, and S. 1355 would amend provisions of the Inter- 
state Commerce Act and the Civil Aeronautics Act of 1938—now the 
Federal Aviation Act of 1958—relating to the issuance of certificates 
of public convenience and necessity for motor, air, and water carriers 
so as to provide that an application for such a certificate may not be 
denied, or special criteria imposed with respect thereto, merely by rea- 
son of the fact that the applicant is not engaged in the mode of trans- 
portation for which Sieh a certificate is requested. However, rail 
carriers would still be prohibited from owning or having any interest 
in a common carrier by water operated through the Panama Canal. 

S. 1353 also would repeal the proviso in section 5(b) (2) of the In- 
terstate Commerce Act, relating to combinations and consolidations 
of carriers, prohibiting the Commission from approving an applica- 
tion of a rail carrier for acquisition of control of a motor carrier un- 
less the Commission finds that— 
the transaction proposed will be consistent with the public interest and will 
enable such carrier to use service by motor vehicle to public advantage in its 
operations and will not unduly restrain competition. 

S. 1354 and S. 1355 also would repeal similar provisions in the Civil 
Aeronautics Act of 1938 and the Interstate Commerce Act relating 
to the acquisition of control of air carriers and common carriers by 
waters not operated through the Panama Canal by other than air 
carriers or water carriers, respectively. 

S. 2189 would amend section 411 of the Interstate Commerce Act 
so as to make it lawful for a freight forwarder to acquire control of 
common carriers subject to parts I and II or III of the Interstate 
Commerce Act. The bill would leave undisturbed the existing right 
of any carrier subject to part I, II, or III of the act to acquire control 
of any other carrier subject to one of such parts. 

The existing statutes on this subject have grown up over a period 
of years in response to specific conditions. Except in the statutes 
prohibiting ownership by railroads of water lines operating through 
the Panama Canal and ownership of any form of domestic surface 
carriage by freight forwarders, the statutes generally prohibit owner- 
ship of one mode of transportation by another except where the 
regulatory agency finds that such ownership is consistent with the 
public interest. Administration of the several statutes by the various 
regulatory agencies shows no consistent pattern. The Civil Aero- 
nautics Board has generally prohibited completely the control of air 
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transportation by surface carriers. Although rail carriers operate 
some motor carriers, such operation is generally restricted to that 
which is auxiliary or supplemental to train service. Rail carriers 
may also be permitted to control water carriers, other than those for- 
bidden by the so-called Panama Canal provisions, but the Commis- 
sion has very rarely granted this permission. In still other cases, 
there appear to be no statutory restrictions whatever against com- 
mon ownership. For example, ownership of railroads and _ pipe- 
lines by certain forms of transportation, and possibly other cases. 

The five bills under consideration today cover the entire spectrum 
of the common ownership problem, with S. 452 for all practical pur- 

oses being an outright prohibition, and the other four bills—S. 1353, 
S. 1354, S. 1855, and S. 2189—lifting practically all of the existing re- 
strictions against common ownership. Your hearings, therefore, pre- 
sent an opportunity for comparing the existing statutes with bills 
representing both extremes of the common ownership problem. 

This Department believes that enactment of strict prohibitions 
against common ownership could result in stifling the development of 
our transportation system, with such development being most impera- 
tive in order to meet the needs of our expanding economy. On the 
other hand, carte blanche approval of common ownership would ap- 
pear to restrict the regulatory agencies in their effort to preserve 
competition and possibly frustrate the balanced and orderly develop- 
ment of our transportation system. 

The Department believes that public policy would best be served 
by the prescription of appropriate standards for regulatory commis- 
sions to follow in reaching case by case determinations. Such stand- 
ards would recognize those situations where a combination of common 
carrier services by several forms of transportation would provide 
public benefits considerably in excess of the separate services under 
separate ownership or control. Examples of such situations might 
be those relating to end-to-end domestic ownership (where two differ- 
ent modes of transport serving different territories join at a common 
terminal to provide through routes and joint rates) ; branch or feeder 
line operations for all types of carriers (railroad acquiring a motor 
carrier paralleling a railroad branch line and abandoning the branch 
line) ; roll-on-roll-off operations between water and land carriers; 
air-motor carrier operations; and railway-right-of-way pipeline. 

Although this Department does not have sufficient information and 
experience at this time to suggest specific administrative and economic 
criteria which might be applied, it seems that any legislative criteria 
should meet the following objectives: (1) Prevention of monopoly or 
restrictions on competition, (2) fostering of technical and business 
development, (3) prevention of combinations to cover inefficiencies or 
losses of different forms of transportation, and (4) provision of public 
benefits in excess of those puneitiles by separate transport firms, includ- 


ing savings in costs, greater productivity, and new developments not 
otherwise possible, Also, it seems that serious consideration should be 
given to coordinating the actions of the regulatory commissions af- 
fected by common ownership of air, land, and water transportation. 
In this connection, your committee, pursuant to Senate Resolution 
29, is engaged in a complete study of the subject of ownership of one 
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form of transportation by another and of Federal policy on the sub- 
ject of consolidations and mergers in the transportation industry. 
This Department also is, pursuant to a request from the President, 
conducting a study of transportation policy which will include, among 
other things, controls of entry into surface transportation. 

In view of this, the Department opposes enactment of any of these 
bills at this time, and recommends that consideration of the common 
ownership problem be deferred pending results of these studies. 
Should the Congress desire to consider legislation on common owner- 
ship, we recommend that it take into account. the need of specific legis- 
lative standardsto guide the regulatory commissions. 

Senator Smatruers. All right, sir. Mr. Secretary, may I ask you a 
few questions? 

Mr. ALLEN. Surely. 

Senator Smaruers. Why would the common ownership be desir- 
able, when we speak of common ownership, common ownership of 
various modes of transportation, if all these services such as rollon 
rolloff, feeder branch line operations, things of this character that 
you talked about here, air motor carrier operations, railway right-of- 
way pipelines and things, if all that can be granted now when we don’t 
have common ownership, why would it be necessary to have common 
ownership to get it ? 

Mr. Auten. I think the first answer, from my standpoint, is that 
we are not sure of our facts, which is the reason for the President’s 
request to study these problems emerging from the development of our 
various modes of transportation at different times. For that reason, 
it seems to us that a case-by-case approach to each problem that must 
be solved immediately should be made, with the regulatory commis- 
sions empowered to decide what is the best solution in each case. 

Going further than that, I think it. is quite possible in some instances 
that a single carrier competing with another carrier should have the 
ability to go the whole route. This would be a combination of end- 
to-end transportation companies where two combinations might be 
competing rather than two modes of transportation. But I think 
that as yet we don’t have the answers and it would be best not to try 
to provide for a permanent answer now. 

Senator SMaruers. You say there that although this Department 
does not have sufficient information and experience at this time to 
suggest specific administrative and economic criteria, it would seem 
that any legislative criteria should meet the following objectives. 
One, prevention of monopoly or restrictions on competition. Do you 
think that if you permitted outright common ownership by any cor- 
poration which had the assets to buy other modes of transportation 
that that might lead to the establishment of a monopoly ? 

Mr. Auuen. If in that case it were to lead to such a monopoly, I 
think it highly important that the regulatory commissions have the 
opportunity to look at that case and judge its demerits without 
barring a contrary view in some other case. 

Senator Smaruers. Do you think that it would be monopolistic if 
one corporation headed up by one group of officers in fact controlled 
and had it within their power to panel we will say the management 
of not only the truck lines but the railroads and the airlines and the 
water carriers, would that in your judgment be monopolistic ? 
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Mr. Auten. Not necessarily. It seems to me that in the end-to-end 
situation it would be fostering competition if there were two complete 
systems which competed. The fact that one could carry cargo or 
freight the whole distance that the other could carry it would result in 
competition which would tend to defeat monopoly. A_ necessary 
separation of one line into segments, where the other might be com- 
plete, would tend in the other direction. 

Senator Smaruers. From your answer I don’t believe that I made 
my question very clear to you. My question is that in your judgment 
would it be a monopolistic situation—and this is, of course, very hypo- 
thetical—if one corporation with the president, chairman of the board 
and so on, if they not only controlled all the railrc.ds but in effect 
had control of we will say most of the trucks, most of the airlines, 
most of the water carriers and if, for example, they had the right, let’s 
go even further to say that they had the right almost to fix the rates 
except with the possible approval of the Interstate Commerce Com- 
mission, but that there was no other competition with them. That 
would, of course, be monopolistic, would it not ¢ 

Mr. ALLEN. It would be monopolistic by definition. 

Senator Smatuers. Now, suppose you had, let’s look at the other 
end, look at the management, shift down to the labor end. Suppose 
you had a situation where one union had control of all the unions that 
worked in the airlines industry, in the railroad industry, in the team- 
sters industry, in the merchant marine, would that be monopolistic in 
your view ? 

Mr. Auten. I have learned since I got at the other end of the street 
to keep out of the other Departments, and I think the question should 
go to the Under Secretary for the Department of Labor rather than 
the Department of Commerce. [ Laughter. | 

Senator Smaruers. Let me just say this, this committee will not 
hold you to any hard and fast statement. We are just looking for 
your opinion about this as a man who has been in the Congress who 
knows the problems that we have got to be confronted with and we 
have, I think, a growing problem. I think we would agree that that 
would be a monopoly, whether it would be on the one side on the part 
of management or the other side on the oo of labor, would we not? 

Mr. Auten. As a member of Congress I might feel more free to ex- 
press some views, and they might be a little different. 

Senator Smaruers. You have already been confirmed, you don't 
have to worry about it. [Laughter | 

Mr. Aten. Off the record. 

Senator Smaruers. Off the record. 

( Discussion off the record. ) 

Senator Smatruers. On the record. 

Mr. Atxen. I do think that it would be out of my field to express 
a view representing the Department of Commerce which, in a sense, 
would be going into the question of whether running a labor union 
is a business or some other type of service, and a variety of other 
questions which I would not like to get into. 

Senator Smatuers. I can under your reluctance to do that, Mr. See- 
retary, but after all you are the Secretary for Transportation, are 
you not? 

Mr. Atxen. I am, sir. 
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Senator Smaruers. And does not transportation have a great deal 
to do with labor in transportation? Is your job only to do with trans- 

rtation insofar as management is concerned ? 

Mr. AuieN. It has a place in our field of activity. Asa part of the 
transportation study, we will go into an examination of the labor 
management relationships in all modes of transportation. If it de- 
velops that they are such as to cast a different burden on differin 
modes, we will point that out, both to the Department of Labor anc 
to the Congress if legislation seems to be required. 

The revelation of the problem which exists is our field in that study. 
The settlement of the labor end of it, if I may call it that, is not 
within our field. 

Senator Smatrners. Don’t you think, again I don’t mean to push you 
unnecessarily, but don’t you as Secretary of Transportation that this 
study that you are going to have, don’t you think that its end results 
would be to make certain recommendations other than just reveal 
the facts? 

Mr. Aten. Yes, it is calculated to reveal the facts and to recom- 
mend legislative and executive actions that seem to be required. 

Senator Smaruers. You thereby have the authority, then, to make 
recommendations, do you not? 

Mr. Aten. I would think we would not have with regard to labor 
problems. We would then call on the cooperation of the Depart- 
ment that has cognizance of those problems. 

Senator Smatuers. Do you think that the man who runs the rail- 
road can run his railroad very effectively without giving some con- 
sideration to what his labor problem is ? 

Mr. Auten. Of course not. 

Senator SmarueErs. Is that not part of his problem ? 

Mr. Auten. Certainly it is. 

Senator SMATHERS. Thoredors, how can you as Secretary of Trans- 
portation not give complete thought to the problem of labor in trans- 
portation ? 

Mr. Auten. I think we will give complete thought to what the prob- 
lem is. When it comes to the settlement of a problem which involves 
the field of the Department of Labor, we would look to them to take 
the leadership in suggesting what remedies, if any, were required. 

Senator Smatuers. Do you think that the problem of transporta- 
tion is equally a problern of management and labor? 

Mr. Auten. With other elements, certainly. 

Senator Smaruers. And yet you don’t believe that you are in a 
position make any recommendation with respect to the labor part 
of the transportation problem / 

Mr. Auten. Not now, certainly. 

Senator Smarners. Do you think that you will be later, after your 
study ? 

Mr. Auten. That would, of course, depend on what the study re- 
veals. If there is a problem, we will certainly do what we can with it. 

Senator Smarners. Do you think as a former Member of Con- 
gress that the Member of Congress is entitled to expect any assist- 
ance or help or recommendation from the executive branch of the 


Government in matters which confront the general welfare of the 
country ? 
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Mr. Auten. Certainly, and the Members of Congress, so far ag 
I am concerned, are going to get all the help we can give them. 

Senator Smatuers. Well, you are not giving us very much help now, 

Mr. Auien. I am keeping away from a su ject about which I am 
not very well informed. That is a type of help. 

Senator Smaruers. Mr. Secretary, surely you can discuss with us 
without getting yourself into any deeper hot water than we have 
gotten ourselves into, the problem of what is a monopoly and what 
is not a monopoly? You have agreed you can discuss it with respect 
to management. Now, if you can discuss what is a monopoly with 
respect to management surely you could discuss what is a monopoly 
with respect to labor, could you not 4 

Mr. Auiyn. Well, I doubt seriously that labor organizations are 
considered as a business, as an organization that involves the invest- 
ment of capital. I don’t think we can discuss the two any more 
than it has been found practical] to put the two fields of consideration 
in the same department in the executive branch. 

I think the same reason that brought about the creation of a De- 
partment of Commerce and one of Labor as separate institutions 
probably involves the distinction between these two types of organi- 
zations. 

Senator Smaruers. As Secretary of Transportation, if hypotheti- 
cally a labor combination got together which stopped all transporta- 
tion and there was no more transportation, would you be in a position 
to say I can’t take any part in this even though I am the Secretary 
of Transportation, because this halt in transportation resulted from 
a combination in labor? Does that free you from your responsibility? 

Mr. Auten. No, sir, but my responsibility, as I see it, would be 
to get the Department of Commerce in consultation with the De- 
partment of Labor, and to try to agree on something that would 
solve the transportation problems. If it didn’t solve it, then I 
think solution of the problem would move to a higher level in either 
of the departments. 

Senator Smaruers. For example, what. level would it go to? 

Mr. Auten. The next highest would be the Cabinet or the 
President. 

Senator Smarners. Are you not now representing a Cabinet 
officer ? 

Mr. Aten. I am representing 

Senator SmarHers. Do you not have the status, not the official 
status, but are you not here representing the Department. of 
Commerce ? 

Mr. Auten. The views I express are those of the Department of 
Commerce. 

Senator Smaruers. And I am sure you don’t mean to imply that the 
Department of Commerce does not have anything to do with the labor 
problem or is going to not consider the labor problem as it affects 
transportation / 

Mr. ALLEN. We would first determine what the problem seemed to 
be, and then act on it, depending on what the study showed. 

Senator SmaTHers. Suppose the study showed that there was 4 
growing monopoly either on the part of management or on the part 
of labor, will your committee then make a recommendation ? 
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Mr. ALLEN. If it showed a monopoly growing in the field of trans- 
portation on the management side, we most certainly would. 

Senator SmaTuers. But if it did on the labor side you wouldn’t ? 

Mr. Auien. I didn’t say that. 

Senator Smaruers, All right, excuse me. 

Mr. Auten. We would then take it up with the Department of 
Labor, if my recommendation were followed. 

Senator SmatueRs. That is known as division of authority ? 

Mr. Auten. To an extent. 

Senator SMatueRs. That is not known as an avoidance of respon- 
sibility ? 

Mr. ALLEN. It would be if we had the responsibility, but I doubt 
that. we have the one you have in mind. 

Senator Smaruers. Mr. Secretary, then, as I gather it you don’t 
want to make any further comments other than that which you have 
made on this bill @ 

Mr, Aven. At least with respect to the Department of Labor’s 
part in the potential difficulty, if any. I will be pleased to comment on 
anything else. 

Senator Smatruers. Do you think that your responsibility as a Sec- 
retary of Transportation has been discharged when you only want 
to talk about the management part of transportation ? 

Mr. Auten. No, sir, I think that we have a responsibility to see that 
there is a transportation facility sufficient for the needs of the Nation. 

Senator Smatuers. Do you think you can do that by considering 
only the management part of transportation ? 

Mr. Auten. No, sir, we consider everything that has to do with the 
problem. When it comes to the solution of some segment of the 
problem that is committed to another Department of the Government, 
I would certainly consult with them. 

Senator Smaruers. I have nothing further. Do you have any 
questions ¢ 

Senator Scuorrren. Mr. Allen, the thought: just occurs to me.sitting 
here, on your transportation study that is being made, getting under- 
way, and incidentally this committee here is also by reason of statute 
engaging in that or getting ready to, I hope without duplication but 
with the expectation that we can tie these things together and come 
up with something practical and constructive. 

In this transportation study and the questioning of the chairman of 
the subcommittee here, and in this drawing a line of demarcation on, 
say, labor organization representation in the different modes of in- 
dustry, I don’t know how you are going to escape including that some 
place down the line in this study, because the thought occurs to me 
right now that we have got two or three railroad unions already rep- 
resenting employees of airlines, trucklines, buslines. For instance, I 
was reading not so long ago on the matters, you take the machinists 
union; it now represents employees in the airlines, truck lines, bus 
lines, railroads, and waterway industries. 

Now, that thing is growing in there and it has been referred to; 
one of these bills makes reference to some type of consideration or 
approach we have to give to it. I don’t see how we can escape in a 
study overlooking that and its relationship which we obviously, of 
course, expect and hope it is always going to be practical and sensible 
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and constructive, but I don’t believe we can do it by saying, well, the 
Labor Department has to handle all that. Maybe I am wrong, but I 
throw that out for consideration. 

I was interested, of course, in what one of the previous witnesses 
had to say a while ago, Mr. Miller, and I was very much intrigued 
with what he had to say. I jotted some notations here; in the early 
part of his statement he referred to the capitalist system in effect in 
the United States and Canada and the great strides that have been 
made and they are making, but I am also aware that probably no 
place in the world has there been a better example of development of 
the capitalistic system. You take in Canada the Canadian Pacific 
Railroad. It controls railroads, steamship lines, airlines, trucklines 
and they tell us, it has been pointed to that they are doing a pretty 
good job. In this transportation study I am wondering if that wil 
be taken into consideration as we approach the big transportation 
study in this great country of ours right south of the border. 

I mention that only because the previous witness mentioned the 
‘apitalistic system, the private enterprise system, and what it was do- 
ing. Now apparently they have done something over across the 
border north that has been working pretty satisfactorily ; do you think 
we ought to take a look at that in relation to this study ? 

Mr. AuieNn. I think we will have the facts with regard to it in mind 
when your study is undertaken and carried on. On the labor side 
of it, one area of study is to determine the facts with regard to these 
various labor-management arrangements. One of the men who has 
been engaged to go into that field has already requested appointments 
with I suppose 60 or 80 men—representatives of unions, railroads, air- 
lines, and all forms of transportation. He is attempting to get from 
the people who make the arrangements, make the agreements, the 
nature of the agreements they make, so that we will have ultimately 
an exact set of facts with regard to what these arrangements are, 
what their interlocking aspects are, and so forth. 

On the other side as to whether we should have common ownership 
or whatever you want to call it, the field of the study is the difficulty 
of entry into a business by anyone, and whether or not such person 
is the owner of another business. I think these facts will be put down 
in a form upon which action can be recommended. But I have to 
stop, because of the organic acts of Commerce and Labor, where 
there are certain fields of activity that are carried on by the executive 
department under the organic act. which created the Department of 
Labor. There I must go to them. 

Senator Scnorrrev. Thank you. 

Senator Smaruers. Mr. Secretary, one more question. 

Is the Department of Commerce opposed, or do they favor 
monopoly ? 

Mr. Aten. They oppose monopoly. That is a private opinion, 
but. I am quite sure I could check it out. [Laughter. ] 

Senator Smatuers. Mr. Secretary, one other question right there. 

Are you opposed to monopoly of all kinds or just monopoly of 
management { ; ; 

Mr. Auten. I suppose if you get very technical on it there are 
some monopolies that are set up by the Government, under Govern- 
ment regulations. The Post Office, I presume, is a firm monopoly. I 
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would say that generally speaking I favor, and the Department 
favors, the operation of free enterprise under competitive situations 
with competitive laws governing the nature of the service that the 
public has available and is willing to pay for. 

Senator SMATHERs. So, if a monopoly appeared then anywhere it 
would be fair to say the Department of Commerce would be opposed 
to it? 

Mr. ALLEN. Yes, sir. 

Senator SmaTuers. Thank you very much, sir. 

Our next witness will be Mr. Braxton B. Carr. The reason we 
will take him next is because he has to leave town. 


STATEMENT OF BRAXTON B. CARR, PRESIDENT OF THE AMERICAN 
WATERWAYS OPERATORS, INC.; ACCOMPANIED BY CAPT. A. C. 
INGERSOLL, JR., PRESIDENT OF FEDERAL BARGE LINES OF ST. 
LOUIS; AND WILLIAM L. KOHLER, ASSISTANT TO THE PRESI- 
DENT OF AMERICAN WATERWAYS OPERATORS 


Mr. Carr. Senator Smathers, my name is Braxton B. Carr, presi- 
dent of the American Waterways Operators, Inc. This is a nation- 
wide shallow-draft water carrier association, which represents a sub- 
stantial portion of the operators who provide transportation services 
over 29,000 miles of inland navigation channels and in the harbors 
of the United States. 

We represent additionally the builders and repairers of barges, tow- 
boats, tugboats and shallow-draft freighting equipment. 

With your permission, I have a prepared statement, Mr. Chairman, 
and I would like to insert it into the record and then simply talk to 
the committee very briefly about the position of the industry. 

Senator Smaruers. Without objection it will be inserted. 

(The document referred to follows :) 


STATEMENT OF BRAXTON B. CARR, PRESIDENT, THE AMERICAN WATERWAYS 
OPERATORS, INC., WASHINGTON, D.C. 


My name is Braxton B. Carr. I am president of the American Waterways 
Operators, Inc. Our executive offices are located in Suite 502, 1025 Connecticut 
Avenue, Washington, D.C. We have regional offices in New York City and New 
Orleans, La. 

The American Waterways Operators, Inc., is the nationwide shallow-draft 
water carrier association, repersenting a substantial portion of the operators 
who provide transportation services over 29,000 miles of inland navigation 
channels and in the harbors of the United States. We represent also the build- 
ers and repairers of barges, towboats, tugboats and shallow-draft freighting 
equipment as well as waterway terminal operators. 

The shallow-draft water carrier industry has a direct interest in two of the 
bills on which the subcommittee is holding hearings—S. 452 and S. 1355. We 
have a related interest in S. 1353 and S. 1354 inasmuch as they involve the 
same principle as S. 1355 but with respect to modes of transportation other 
than that in which we have a direct interest. 

Before addressing myself to either of the two bills in which we have a pri- 
mary interest, I want to convey to the subcommittee the views of the shallow- 
draft water carrier industry with respect to the principle of common ownership 
of different modes of transportation with which S. 452 and S. 1355 deal in 
diametrically opposed fashion. 

First, please permit me to explain to the subcommittee that the American 
Waterways Operators, Inc., is closely governed by a board of directors. This 
board is made up of top-level management representatives of the shallow-draft 
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water carrier industry geographically distributed throughout the United States, 
I appear in this hearing specifically at the direction of the AWO board to testify 
in opposition to the principle of common ownership of transport modes other 
than in that area of common ownership which is now permitted under existing 
statutes. 

The shallow-draft water carriers are opposed to elimination of the existing 
statutory criteria which a carrier by one mode has to meet now in order for 
that carrier to engage in another mode of transportation. Bluntly speaking, 
the inland water carriers do not want to see the door thrown wide open for the 
unlimited entry of a carrier by one mode into another or other modes of trans. 
portation. We are of the belief that such open-door right of entry would not 
contribute to a sound national transport system to serve either the peacetime 
or defense needs of the Nation. 

At the same time we seek no additional restrictions at this time on the right 
of entry into transport modes. Nor do we desire to see the Congress change 
the statutes in any way so as to upset the present ownership or operation of two 
or more modes of transport where such is established. 

With this position of the shallow-draft water carrier industry as the founda- 
tion for my testimony, I want to discuss with the subcommittee our industry's 
views on the principle or unrestricted common ownership of various modes of 
transportation. 

This question of common ownership is inevitably associated with the subject 
of integration of transportation. We in the water carrier industry do not be 
lieve that common ownership and integration are synonymous terms when re 
ferring to transportation. 

This question of integration of services has intrigued the minds of transpor- 
tation men since the United States first developed its second mode of transpor- 
tation. It has intrigued and puzzled shippers for almost as long. 

With five highly developed and highly competitive modes of transportation— 
railroads, highways, waterways, airlines, and pipelines—the question reaches 
more and more for a solution. 

Most transportation people consider integration of service as a desirable goal. 
Shippers and receivers, looking for the most economical and efficient movement 
of goods and commodities, invariably come up against problems in routing which 
could best be solved by the use of two or more modes of transportation, and to 
them integration of services becomes a desirable goal. 

In recent months many public statements have been made by transportation 
officials, both from industry and from Government, on the desirability and the 
need for integration of transportation services. Generally these individuals, 
who are responsible in some way for providing a part of our transportation 
services or who are responsible for the functioning of our transport system in 
some measure, are agreed on two things: First, that the United States in the 
years ahead is going to need more transportation than we now have; and sec- 
ondly, that the shipping public is going to demand more efficient transporta- 
tion. To these spokesmen, this signifies a coming demand for broader coordina- 
tion of services between the various modes of transport. Such coordination can 
be achieved only through integration—supplementing one form of transportation 
by combining it with one or more additional forms. 

There are two distinctly defined schools of thought among transportation people 
on how integration of services can be achieved. One school of thought holds 
that we should permit and encourage the establishment of transportation com- 
panies who would offer services by any one of the established five modes. The 
other school proposes to retain the identities of the present individual modes 
of transportation and coordinate the services of these modes threugh the 
establishment of joint or proportional rates and through routes. The latter— 
the proposal to have the various modes of transportation retain their individual 
identities and establish the physical working procedures to achieve integration— 
to the inland water carriers appears to be the only logical and practical 
approach which will afford the shipping public the long-range benefits which 
coordination of transport services can give to our economic structure. 

This viewpoint is controversial among certain transportation practitioners 
and bears some explanation. The railroads of this country represent the only 
established mode of transportation which, from a practical standpoint, could 
provide an existing physical plant and an existing organization on which to 
add additional transportation services with which to build a fully integrated 
transportation company. This, of course, would mean that the railroads, in 
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order to become transportation companies, would have to be given the right to 
engage in airline transportation, water transportation, truck transportation, 
pipeline transportation, and at the same time retain the right to continue to 
provide rail services. With the heavy capital investment that rail lines already 
have in rights-of-way, yards, stations, and rolling stock, they could hardly be 
expected to establish fully serviceable competing facilities. Being good business- 
men, railroad officials would tend to favor the investment which they already 
have against making additional capital investments which would be necessary to 
integrate services fully in order to take care of the advantages inherent in each 
of the other modes of transportation. Therefore, the establishment of trans- 
portation companies does not appear to the water carriers to be the solution to 
the need of integration. 

The establishment of procedures whereby the integration of transport services 
can be achieved within the existing framework, while at the same time retaining 
the individual identities of the carriers by rail, water, air, highway, and pipe- 
line, appears to be the only reasonable and practical approach. 

Under existing operating and policy conditions, a shipper cannot economically 
combine the advantages of barge services or truck services or a combination 
of the two with rail services because the ratemaking practices and rate struc- 
tures involved actually discourage such combination movements. This barrier 
is basic, and until it is overcome there will be little accomplished toward inte- 
gration of service. We do not propose to discuss the mechanics of ratemaking 
nor the division of rates between modes. These technical traffic matters have 
to be worked out by competent rate people taking into consideration applicable 
laws and regulations, and it should be recognized that some of these applicable 
laws and regulations themselves undoubtedly constitute barriers which would 
have to be overcome. However, there are also admonitions in the statutes 
designed to encourage coordination. 

However, there is one other phase of integration of services aside from the 
establishment of joint or proportional rates and through routes which is of 
interest to this discussion. That is the point that those in transportation who 
desire to start a movement toward integration of services must approach their 
task with a realization and a firm resolve that if the employment of two or 
more modes of transport is desirable in the movement of commerce it is desirable 
for economic reasons because each mode for a segment of the movement carries 
inherent advantages in cost or efficiency, or both. From this point must be 
carried forward a recognition that these inherent cost and efficiency advantages 
must be preserved in the application of rates and routes and that each carrier 
performing a part of the service must be given his rightful and fair share of 
the revenues derived from this portion of the movement. Without such recogni- 
tion of responsibility, no workable integration of services is possible by this 
avenue. 

Undoubtedly a responsible and practical approach to the performance of 
transportation services through the use of two or more modes would generate 
traffic for certain carriers who do not now participate in such movements in 
any way. Such integration could generate traffic only if it benefits shippers 
and receivers, and it naturally follows that if it benefits these, it is of benefit 
to the general economy and is therefore desirable. 

The water carriers are firmly convinced that the shipping public, and there- 
fore the economy of the Nation as a whole, can benefit from coordinated trans- 
portation services by the individual modes operating under separate ownership. 

The water carriers are just as firmly convinced that the proposal to achieve 
integrated transportation services through the medium of common ownership is 
a beguiling siren song that will lead to destruction of portions of existing 
vital service to the ultimate public detriment. 

We believe this subcommittee must examine very carefully exactly what we 
are talking about in giving consideration to integrated transportation systems 
through common ownership. Theoretically, I think some people who speak of 
the desirability of common ownership of transportation services overlook the 
physical facts with which we are dealing. We have to keep in mind I think 
that we already have five highly developed and intensely competitive carrier 
systems in this country. When we talk about common ownership of transport 
modes we are not talking about starting fresh with new capital in a single 
business venture that will build railroad services, truck services, water carrier 
services, and provide airplane and pipeline services, each ready to render a full 
share of transportation. Nor are we talking about a new business venture to 
provide a rail system and any one of the others. 
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What we are talking about is allowing an existing mode of transportation 
to acquire or establish other modes of transportation as an adjunct to its exigt. 
ing service facilities. 

We need to narrow this down a little further. We have bargeline operators 
whose vessels run from Pittsburgh to Brownsville, from Chicago to Tampa, and 
from Trenton to Miami. To suggest that they might go into the railroad bugj- 
ness on a similar scale is utter fiction. To suggest that they might be interesteq 
in going into trucking operations on a similar scale is absurd. They are com. 
paratively small businesses without the total capabilities needed to engage 
extensively in other modes of transportation. 

On the other hand, apparently the railroads would be interested in establishing 
bargeline service over routes or portions of routes in competition with existing 
rail lines and existing bargeline operators. 

For what purpose? To haul by barge those commodities which move in bulk 
in quantities which makes barge lines the most economical carrier of many com. 
modities over competing routes. Admittedly, this would give to the railroads 
added revenue and take from existing, established, independently owned barge. 
line operators a portion of their commerce and a portion of their revenue. 

To what end? To the end that the public be better served on a long-time 
basis, or to the end that the individually and independently owned bargelines’ 
business be diverted to the barges of the company enjoying common ownership 
of various modes of transportation. 

We think the answer is obvious. 

Water carrier services are inferior in many respects to railroad services. The 
bulk of the commerce carried by inland waterways operators commands a lower 
rate than the bulk of the commodities carried by railroads, trucks, and airlines, 
To suggest that the railroads, the only transportation industry in this country 
with both the desire and the ability to become a common owner of transportation 
modes, would preserve and exploit to its fullest potential a segment of transporta- 
tion which brings in less revenue per ton of commerce than is brought in by 
rail carriage simply does not make sense from a business standpoint when by 
drying up the barge business and putting it on the rails, the barges can be put 
out of business. 

Railroads have the capabilities to become fully integrated transportation com- 
panies. Inland water carrier operators do not. Any suggestion that the rail- 
road industry, lacing this country north and south, east and west, with a heavy 
investment in rights-of-way, trackage, and stations, would promote the discon- 
tinuance and abandonment of portions of that existing investment by fully 
exploiting water carrier operations to their full potential through the develop 
ment of equipment and service techniques is contrary to every concept of busi- 
ness and economic philosophy, as well as contrary to transportation history, 

We have an existing transportation policy which is sound enough to have 
nurtured the greatest national transportation system the world has ever known. 
It provides as one of its primary precepts that we shall recognize and preserve 
the inherent advantages of each mode of transportation. As part of the recog: 
nition given to them, we have maintained their individual identity by individual 
ownership. As a part of our encouragement to them to provide the most efficient 
and economical services, we have preserved their individual identities, their 
abilities, and their capabilities to compete. Common ownership would inevitably 
destroy the ability of some of our modes of transportation to compete, and the 
wisdom of the destruction of competition in transportation can never, in our 
estimation, be justified. Better we forego integration if the only way it can be 
achieved is through common ownership. 

Of course, the real test of whether common ownership is desirable in trans 
portation is to our way of thinking relatively simple: will it benefit the shipping 
public who in the final analysis is the consumer. 

The most ardent advocates of common ownership have not dared attempt to 
put together data to prove that common ownership will result in savings to the 
shipping public—savings which can be translated into lower priced consumet 
goods and services. Until better services at better prices can be proven as the 
end product of common ownership, we believe the Congress should refuse to opel 
the door any farther than it is already opened. 

Latitude, we believe, is essential for certain carriers to engage in secondary, 
supplemental services by another mode especially when such services are vital 
_ - accessory for which is no substitute to carry out the primary service 
mission. 
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Let me repeat two points: ; 

The inland water carrier industry believes better transportation services can 
be provided at better prices by the various modes operating as individually, 
jndependently owned companies and joining their efforts to coordinate their 
services through a greater use of joint or proportional rates and through routes. 
To this end the water carrier industry stands ready to cooperate with other 
— water carrier industry is opposed to the general principle of unlimited 
common ownership of various modes of transport. 

So much for the principles involved in this hearing. Bs 

With respect to 8.452 which has as its purpose to prohibit the issuance of 
a certificate which would permit a carrier already holding a certificate to engage 
in a second mode of transportation; and secondly to prohibit secondary boy- 
cotts by workers engaged in one mode of transportation against another mode 
of transportation, AWO’s board has authorized me to state the following water 
carrier position : E 

While Sections 2, 3, and 4 of this bill appear to implement the principle which 
I have enunciated as the position of the shallow-draft water carrier industry, 
we must with all due respect to the distinguished chairman of this subcommit- 
tee, Senator George A. Smathers who introduced the bill, object to it and urge 
that it not be favorably reported in its present form. As we interpret that 
portion of the bill dealing with the issuance of certificates it appears to us to 
prohibit carriers from engaging in second modes to provide supplemental serv- 
ices. We do not believe this in the public interest. Further S. 452 makes no 
provision for carriers who are now enguging in two or more modes to continue 
to engage in providing such services as they are now authorized to provide. 
The bill is silent on this subject and might be construed to mean such carriers 
can continue their operations. But we think such silence is dangerous. In all 
due respect to the chairman of the subcommittee, we believe this portion of the 
pill should be clarified before favorable action is taken on it by the subcommittee. 

With respect to section 5 of S. 452, the board of directors of the American 
Waterways Operators, Inc., at its meeting on June 11 and 12, 1959, authorized 
the strongest support of our industry. Organized labor has the ability to 
cripple seriously the flow of goods in this country by striking against the pri- 
mary employer. By use of secondary boycotts, transportation workers could 
absolutely strangle the Nation’s production, distribution and marketing serv- 
ices. Our portion of the transportation industry is particularly vulnerable be- 
cause of its makeup by small business units which do not have the resources 
to withstand prolonged strikes and survive. We urge the subcommittee to act 
favorably with respect to reporting section 5 of S. 452 to the Senate for con- 
sideration where we hope it will also get favorable action. 

With respect to S. 1355, the inland water carrier industry is emphatically 
opposed. This measure opens the door to give railroads specific rights to en- 
gage in unlimited inland water carrier operations. They seek this right to 
enhance their authority over the transport system of this country and thereby 
enhance their revenue potential—not to enhance shallow-draft water carrier 
services, not to enhance the public benefits from water carrier services. If the 
railroads deserve this right to engage in unlimited water carrier services which 
they admittedly seek in S. 1355, let them document the case of public service 
benefits which will accrue from it—how the railroads propose to provide better 
water carrier services at lower prices than are now provided by the individual, 
independent small business water carrier operators the railroads apparently 
want to cannibalize. 

We urge the subcommittee to reject sections 2, 3 and 4 of S. 452 unless they are 
rewritten to give due consideration to carriers now engaged in providing serv- 
ices by two or more modes. 

We strongly urge the subcommittee’s favorable action on section 5 of S. 452 
as being in the public interest. 

We urge the subcommittee to reject S. 1355 as contrary to the public interest. 

As a matter of corollary public interest we also urge the subcommittee to 


reject 8. 1353, and S. 1354 which further deal with railroad ownership and 
operation of truck lines and airlines. 


64362—61——__3 
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SUPPLEMENTARY STATEMENT ON BEHALF OF THE AMERICAN WATERWAys 
OPERATORS, INC., WASHINGTON, D.C. 


Since the foregoing statement with respect to 8. 452 and S. 1355 was prepared, 
the American Waterways Operators, Inc., was advised that the scope of the 
hearings before this subcommittee had been expanded to include hearing on 
S. 2189, a proposal to amend section 411 of the Interstate Commerce Act, as 
amended, in such a way as to permit a freight forwarder, subject to section 
411(a) of the act, to acquire control of one or more common carriers subject 
to parts I, LI, or III of the act. 

The effect of enactment of 8S. 2189 would be to authorize a method of common 
ownership of modes of transportation, according to our understanding of the 
intent of the bill. We are persuaded that the form of common ownership 
contemplated in S. 2189 is as inimical to sound national transportation policy 
and the public interest as that form of common ownership proposed in S. 1355, 
S. 13538, and S. 1354. Therefore the objections which we have voiced to 8. 1355, 
S. 1353, and S. 1354 are also pertinent objections, we believe, to S. 2189. 

We therefore respectfully urge the committee not to take favorable action on 
S. 2189. 

Mr. Carr. I have with me this afternoon two gentlemen, Capt. 
A. C. Ingersoll, Jr., president of Federal Barge Lines of St. Louis, 
former chairman of our board, and my assistant, Mr, William L. 
Kohler, who is an assistant to the president of American W aterways 
Operators. He may be known to some members and staff of this 
committee. 

Senator Smatruers. We remember Mr. Kohler very pleasantly. 

Mr. Kouter. Thank you, sir. 

Mr. Carr. I appreciate your taking me today. I am going to 
Montreal for the dedication of the St. Lawrence Seaway, which is 
the urgency of my appearing here today. 

We have a direct interest in 8, 452 and S. 1355, in these hearings 
and also a direct interest in a second bill—third bill—which was made 
a part of these hearings at the last moment, S. 2189. 

We have a related interest in S. 1353 and S. 1354, inasmuch as 
they involve the same principle as that embodied in 8. 1355, but. with 
respect to modes of transportation other than that in which we have 
a direct interest. 

Before addressing myself directly to either of the three bills, I 
would like to explain to the committee, if I may, that the American 
Waterways Operators is very closely governed by a board of directors 
which is made up of top- level management. representatives of the 
shallow-draft water carrier industry, geographically distributed 
throughout the United States. 

I appear in this hearing specifically at the direction of the board, to 
testify in opposition to the principle of common ownership of trans- 
portation modes other than that area of common ownership which is 
now permitted under the statutes, and specifically in favor of section 
5 of S. 452. The shallow-draft water carriers are opposed to the elimi- 
nation of the existing statutory criteria, which a carrier by one mode 
has to meet. now, in order for that carrier to engage in another mode 
of transportation. 

Bluntly speaking, the inland water carriers do not want to see 
the door thrown wide open for the unlimited entry of a carrier by 
one mode into another mode of transportation. We are of the belief 
that such open door, right of entry of carriers, would not contribute 
to a sound national transportation policy. At the same time the water 
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carriers seek no additional restrictions at this time on the right of 
entry into transportation modes nor do we desire to see the Congress 
change the statutes in any way so as to upset the present open ship 
or operation of two or more modes of transport, where such operation 
is established today. 

This question of common ownership, Mr. Chairman, is inevitably 
associated with the subject of integration of transportation. 

The water carriers do not believe that common ownership and inte- 
gration are Synonymous terms in referring to transportation. Most 
transportation people consider integration of services as a desirable 
goal. Shippers and receivers, looking for the most economical and 
eficient movement of goods and commodities invariably come up 
against the problems in routing which could best be solved by the use 
of two or more modes of transportation. 

To them, integration of services in many cases becomes desirable. 

There are two distinctly defined schools of thought among trans- 
portation people on how integration of service can be achieved. One 
school of thought holds we should permit and encourage the establish- 
ment of transportation companies who would offer service by one, 
two, three, four, or five of the established modes. The other school 
proposes to retain the identities of the present individual modes of 
transportation and coordinate the services of these modes through the 
establishment of joint or proportionals, joint rates or proportional 
rates and through routes. 

This latter proposal has the support of the inland water carriers. 
We think that the railroads of this country represent the only estab- 
lished mode of transportation which, from a practical viewpoint, 
could provide an existing physical plant and an existing organiza- 
tion on which additional transportation services with which to build 
a fully integrated transportation company. 

This would, of course, mean that the railroads must acquire other 
modes of transportation. With the very heavy capital investment 
that rail lines already have in rights-of-way and yards and stations 
and rolling stock, they could hardly be exected to establish fully 
competing service facilities. 

Being good businessmen, we think that railroad officials would 
tend to favor the investments which have already been made rather 
than making additional investments to exploit the other modes of 
transportation. ‘Therefore, to the water-carrier industry, the estab- 
lishment of transportation companies does not appear to be the solu- 
tion to the need for integration and coordination of transport serv- 
ices in this country. I think at times, under existing operation and 
policy conditions, a shipper cannot economically combine the advan- 
tages of barge service and truck service and railroad service with rail 
service, because the ratemaking practices and the rate structures in- 
volved actually discourage, at times, such combination of services. 
_ However, on the other hand, there seems to us to be an admonition 
in the statutes designed to encourage coordination of transportation 
which should be fully exlored and exploited. 

Undoubtedly we think a responsible and practical approach to the 
performance of transportation services through the use of two or 
more modes of transportation would generate traffic for certain car- 
ners who do not now participate in such movements. But such inte- 
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SUPPLEMENTARY STATEMENT ON BEHALF OF THE AMERICAN WATERWAYs 
OPERATORS, INC., WASHINGTON, D.C. 


Since the foregoing statement with respect to 8. 452 and S. 13855 was prepared, 
the American Waterways Operators, Inc., was advised that the scope of the 
hearings before this subcommittee had been expanded to include hearing on 
S. 2189, a proposal to amend section 411 of the Interstate Commerce Act, as 
amended, in such a way as to permit a freight forwarder, subject to section 
411(a) of the act, to acquire control of one or more common carriers subject 
to parts I, II, or III of the act. 

The effect of enactment of S. 2189 would be to authorize a method of common 
ownership of modes of transportation, according to our understanding of the 
intent of the bill. We are persuaded that the form of common ownership 
contemplated in S. 2189 is as inimical to sound national transportation policy 
and the public interest as that form of common ownership proposed in S. 1355, 
S. 13538, and S. 1354. Therefore the objections which we have voiced to 8. 1355, 
8. 1353, and S. 1354 are also pertinent objections, we believe, to 8S. 2189. 

We therefore respectfully urge the committee not to take favorable action on 
S. 2189. 

Mr. Carr. I have with me this afternoon two gentlemen, Capt. 
A. C. Ingersoll, Jr., president of Federal Barge Lines of St. Louis, 
former chairman of our board, and my assistant, Mr, William L, 
Kohler, who is an assistant to the president of American W aterways 
Operators. He may be known to some members and staff of this 
committee. 

Senator Smaruers. We remember Mr. Kohler very pleasantly. 

Mr. Konter. Thank you, sir. 

Mr. Carr. I appreciate your taking me today. I am going to 
Montreal for the dedication of the St. Lawrence Seaway, which is 
the urgency of my appearing here today. 

We have a direct interest in 5, 452 and S. 1355, in these hearings 
and also a direct interest in a second bill—third bill—which was made 
a part of these hearings at the last moment, S. 2189. 

We have a related interest in S. 1353 and S. 1354, inasmuch as 
they involve the same principle as that embodied in S. 1355, but with 
respect to modes of transportation other than that in which we have 
a direct interest. 

Before addressing myself directly to either of the three bills, I 
would like to explain to the committee, if I may, that the American 
Waterways Operators is very closely governed by a board of directors 
which is made up of top- level management. representatives of the 
shallow-draft water carrier industry, geographically distributed 
throughout the United States. 

I appear in this hearing specifically at the direction of the board, to 
testify in opposition to the principle of common ownership of trans- 
portation modes other than that area of common ownership which is 
now permitted under the statutes, and specifically in favor of section 
5 of S. 452. The shallow-draft water carriers are opposed to the elimi- 
nation of the existing statutory criteria, which a carrier by one mode 
has to meet now, in order for that carrier to engage in another mode 
of transportation. 

Bluntly speaking, the inland water carriers do not want to see 
the door thrown wide open for the unlimited entry of a carrier by 
one mode into another mode of transportation. We are of the belief 
that such open door, right of entry of carriers, would not contribute 
to a sound national transportation policy. At the same time the water 
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carriers seek no additional restrictions at this time on the right of 
entry into transportation modes nor do we desire to see the Congress 
change the statutes in any way so as to upset the present open ship 
or operation of two or more modes of transport, where such operation 
is established today. 

This question of common ownership, Mr. Chairman, is inevitably 
associated with the subject of integration of transportation. 

The water carriers do not believe that common ownership and inte- 
gration are Synonymous terms in referring to transportation. Most 
transportation people consider integration of services as a desirable 
goal. Shippers and receivers, looking for the most economical and 
eficient movement of goods and commodities invariably come up 
against the problems in routing which could best be solved by the use 
of two or more modes of transportation. 

To them, integration of services in many cases becomes desirable. 

There are two distinctly defined schools of thought among trans- 
portation poe on how integration of service can be achieved. One 
school of thought holds we should permit and encourage the establish- 
ment of transportation companies who would offer service by one, 
two, three, four, or five of the established modes. The other school 
proposes to retain the identities of the present individual modes of 
transportation and coordinate the services of these modes through the 
establishment of joint or proportionals, joint rates or proportional 
‘ates and through routes. 

This latter proposal has the support of the inland water carriers. 
We think that the railroads of this country represent the only estab- 
lished mode of transportation which, from a practical viewpoint, 
could provide an existing physical plant and an existing organiza- 
tion on which additional transportation services with which to build 
a fully integrated transportation company. 

This would, of course, mean that the railroads must acquire other 
modes of transportation. With the very heavy capital investment 
that rail lines already have in rights-of-way and yards and stations 
and rolling stock, they could hardly be exected to establish fully 
competing service facilities. 

Being good businessmen, we think that railroad officials would 
tend to favor the investments which have already been made rather 
than making additional investments to exploit the other modes of 
transportation. ‘Therefore, to the water-carrier industry, the estab- 
lishment of transportation companies does not appear to be the solu- 
tion to the need for integration and coordination of transport serv- 
ices in this country. I think at times, under existing operation and 
policy conditions, a shipper cannot economically combine the advan- 
tages of barge service and truck service and railroad service with rail 
service, because the ratemaking practices and the rate structures in- 
volved actually discourage, at times, such combination of services. 
_ However, on the other hand, there seems to us to be an admonition 
In the statutes designed to encourage coordination of transportation 
which should be fully exlored and exploited. 

Undoubtedly we think a responsible and practical approach to the 
performance of transportation services through the use of two or 
more modes of transportation would generate traffic for certain car- 
ners who do not now participate in such movements. But such inte- 
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gration could pnpete traffic only if it benefits shippers and receivers | 
and it naturally follows if it benefits those, it is o ae to the gen. | 
eral economy, to the shipping public, and is therefore desirable. 

I do not think, Mr. Patera we are talking about new venture 
capital being invested in a new undertaking to provide transportation 
services by the five modes. We think that on the basis of the legisla. 
tion that is before this committee, we are talking about one of the 
existing modes going into all of the others. 

The railroads are the only ones that have the capabilities, as I have 
suggested. We do not believe the bargeline operators, who operate 
out of Pittsburgh, over the Ohio River and down the Mississippi to 
New Orleans and to Houston on the west, are interested in establish- 
ing railroad operations. Nor do we believe the barge operators on 
the intracoastal waterway, which runs from Trenton, N.J., down to 
Jacksonville, Miami, and Key West, Fla., are interested in going 
into the railroad or truckline business. y 

Water carrier services are inferior in many respects to railroad 
services. The bulk of the commerce carried by inland waterways 
operators commands a much lower rate than the bulk of the com. 
modities carried by the railroads, trucks, or airlines. 

To suggest that the railroads, the only transportation industry 
in this country with both desire and ability to become a common 
carrier of transportation modes, would preserve and exploit to its 
fullest potential a segment of transportation which brings in legs 
revenue, per ton of commerce, than is brought in by rail carried 
simply does not make sense from a business standpoint, when by 
drying up the bargelines business and putting it on the rails, the 
bargelines can be put out of business in this country. 

We believe that latitude is essential to a certain degree for carriers 
to engage in secondary and supplemental services by another mode 
of transportation, especially when such services are vital as an 
accessory for which there is no substitute to carry out the primary 
services. 

I want to repeat to the committee just two points. The inland 
water carrier industry believes better transportation services can be 
provided at better prices by the various modes operating as individu- 
ally independently owned companies and joining their efforts to co- 
ordinate their services through a greater use of joint or proportional 
rates and through routes. 

To this end, the water carrier industry, as represented in our as- 
sociation, is ready to cooperate with the other modes. The water 
carrier industry is opposed to the general principle of unlimited 
common ownership of the various modes of transport. 

So much for the principles involved. With respect to S. 452, which 
has as its purpose to prohibit the issuance of a certificate which would 
permit a carrier already holding a certificate to engage in a second 
mode and, secondly, to prohibit secondary boycotts by workers et: 
gaged in one mode of transportation, against another mode of 
transportation, a WO board has authorized me to state the following 
position to this committee: 

While sections 2, 3, and 4 of this bill appear to implement. the 
grenyr which I have enunciated, it is the position of the shallow- 

raft water carrier industry we must, with all due respect to the 
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distinguished chairman of this subcommittee, who introduced the 
bill, object to it and urge that it not be favorably reported in its 
resent form. 

As we interpret that portion of the bill dealing with the issuance 
of certificates, it appears to us to prohibit carriers from engaging in 
second modes to provide supplemental services. We do not believe 
this to be in the public interest. 

Further, S. 452 makes no provision for carriers who are now engag- 
ing in two or more modes to continue to engage in providing such 
services as they are now authorized to provide. 

The bill is silent on this subject and might be construed to mean such 
carriers can continue their operations but we think such silence is not 
desirable. 

With respect to section 5 of S. 452, my board of directors at its meet- 
ing on June 11 and 12 authorized the strongest support of the inland 
water carrier industry. There seems to us to be a parallel in prohib- 
iting secondary boycotts and in preserving individual ownership of 
modes of transportation and we urge the subcommittee to act favor- 
ably with respect to reporting section 5 of S. 452. 

With respect to 8S. 1855, the inland water carrier industry is emphat- 
ically opposed. This measure opens the door to give the railroads 
specific rights to engage in unlimited inland water carrier operations. 
They seek this right, we believe, to enhance their authority over the 
total transport system of this country and thereby enhance their reve- 
nue potential, not to the enhancement of shallow-draft water carrier 
operations, not to the enhancement of the benefit to the public. 

With respect to 8. 2189, which would amend section 411 of the Inter- 
state Commerce Act in such a way as to permit freight forwarders to 
own common carriers, subject to parts 1, 2, and 3 of the act, we are also 
opposed. 

As a matter of corollary public interest, we urge the subcommittee 
to reject S. 1353 and S. 1354, which further deals with common owner- 
ship and operation of trucklines and airlines. 

Thank you, Mr. Chairman. 

Senator Smaruers. Thank you. Any questions? 

No response. ) 

Senator Smaruers. Mr. Carr, let me see if I understand your posi- 
tion. You favor, strongly favor, section 5 of S. 452 which would pro- 
hibit, for all practical purposes, the use of a secondary boycott by one 
union in one mode of transportation against the employer, we will 
say, in another mode of transportation ? 

Mr. Carr. That is correct, Mr. Chairman. 

Senator Smaruers. But on the other hand, you oppose sections 2, 
3, and 4 of that bill, which would prohibit a carrier in one mode of 
transportation from owning a secondary mode of transportation. 

Mr. Carr. That is correct, Mr. Chairman. 

Senator Smaruers. Do you think that is a very consistent view? 
In other words, are you applying the same standard that apparently 
you wish to be applied to iaboe, are you applying that same standard 
to yourself ? 
_ Mr. Carr. It would appear to be an inconsistent position. I said 
in the course of my testimony, I believe, that while sections 2, 3, and 
4 appear to accomplish what the inland water carriers would like to 
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have accomplished, we believe that it should be rewritten because it 
does not provide a method whereby a carrier may continue to operate 
secondary facilities by another mode which we now consider, insofar 
as the statutes are concerned, a desirable thing to do. I think we 
would have a different viewpoint of this legislation if it took into 
consideration existing established policies and as I say, while the bill 
is silent on this subject, we don’t know what it means. It might be 
construed to mean that a carrier by primary mode could continue to 
operate those other services in other modes. We don’t know and we 
don’t know how the courts might interpret it. For that reason, and 
only for that reason, Mr. Chairman, we are opposing those sections 
of the bill. 

Senator Smatirers. Then are you in a position to state if this legis. 
lation preserved what we will call the grandfather rights of certain 
carriers today, that then your organization would favor sections 2, 
3, and 4? 

Mr. Auten. Of course, Mr. Chairman, I can’t take a position ona 
proposition of that kind, without consulting my board of directors, as 
Tam sure you can appreciate. But Iam quite confident that the board 
would look upon it with a great deal more favor than they look upon 
this piece of legislation as written, and it is entirely possible that with 
proper preservation, it might have our support. 

Senator Smaruxrs. Would you care to elaborate briefly as to why 
your group so strongly favors section 5 of S. 452? 

Mr. Carr. Mr. Chairman, Captain Ingersoll is an operator. With 
your permission, could he answer this question 4 ? 

Senator Smaruers. Yes, indeed. We would be glad to hear from 
Captain Ingersoll. 

Mr. Incersouu. This is a large and fearsome prospect that we con- 
front. This is an unknown terr itory in which we have no experience, 
People in the barge industry in the Mississippi Valley have grow 
up with their labor unions.” The labor unions, in large degree, are 
controlled by men who have made their living in ‘the barge transporta- 
tion industry. We battle with them regularly, and eac +h of us, when 
we have settled our recurrent contract negotiations, backs off and says, 
“Well, it could have been worse than it is.” We live with them and 
they live with us. 

I suspect this the same in each mode of transportation. We do 
not believe that it is in the interest of the United States any more 
than we believe it is in the interest of our industry for persons who 
are not familiar with the merits of the controversies in our form of 

transportation to seek to interfere in its operation. 

Senator Smaruers. From your experience, has there been any 
effort on the part of unions, that heretofore have not been considered 
a part of your mode of transportation, to organize the men in your 
particular mode of transportation / 

Mr. Carr. There have been no significant efforts that have come to 
my attention. 

‘Senator Smaruers. But you think that would not be a good idea, if 
such an effort were made ? 

Mr. Incersotu. This is our view. 

Senator Smatuers. All right, sir. 
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Senator ScHorrren. I note what you have had to say about your 
type of transportation. I believe the Pan-Atlantic Steamship Corp. 
and Sea Trains Line, Inc., are both operating trucks, trailers, and 
tractors as an incident to their services at the terminal areas they 
serve. Is that right ? 

Mr. Carr. I am not familiar with their operations. They are in 
coastwise and intercoastal service and they are not a part of our 
membership. 

Senator Scuorppet. I believe I am correct. I think they go at 
least 120 or 125 miles inland in some of their operations and I think 
some of it down in the State of Florida. And, of course, back in the 
early days, canal boats were relegated to the background with some 
of the modern means of transportation and in this study that we have 
here, and I believe when we had the railroad study up for considera- 
tion, the series of railroad hearings we had, which resulted in some 
legislation, I think it was pointed out at those times by the railroad 
people, which is a matter of record, that the taxpayers, and the rail- 
roads are taxpayers and other modes of transportation, they were 
building landing facilities and channel improvements and all those 
things that contributed to the benefit of waterway users, that they 
were asked to contribute toward that. Have we got the other side of 
that coin that we have to consider ? 

Mr. Carr. In what way do you mean the other side of the coin, 
Senator ¢ 

Senator Scuorrren. If the railroads are not permitted to go into the 
barge line activities, couldn’t they say, Why do we have to support and 

ay out funds for benefiting the waterway users that we are pro- 
ibited from going into? 

Mr. Carr. Senator, they ask this question constantly and _peri- 
odically in a little different way of course by saying that they would 
like to have charges made for the use of the waterways. Of course, 
as I am sure you know, the railroads engage in supplemental water 
carrier operations to a very great extent and in that respect they bene- 
fit from the waterway improvements which have been financed with 
Federal funds since, beginning in 1823, they are very large users of 
the harbor facilities, which are Federal improvements in many areas 
of this country. 

I am not right sure that the argument for user charges of some 
kind will be enhanced any more by their inability to get in, full scale, 
than it is now, because it is a continuous program of the railroads 
to promote some sort of user charges upon the waterways. 

Senator Scuorrre.. I mentioned that because we are fresh out of 
that series of hearings, moving into a transportation study by this 
committee and the Commerce Department making another study. 

Mr. Carr. And this will be a very live subject in both those studies ? 

Senator Scuorrren. It would appear to be. 

Senator Smaruers. Thank you very much, Mr. Carr, for your 
testimony. 

Mr. Carr. Thank you. I appreciate your taking me out of turn. 

Senator Smaruers. We will now have the Chairman of the Inter- 
state Commerce Commission, who has sat patiently and whom I also 
understand is going to attend the St. Lawrence Seaway celebration 
tomorrow along with some assistants. 
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STATEMENT OF HON. KENNETH H. TUGGLE, CHAIRMAN, 
INTERSTATE COMMERCE COMMISSION 


Mr. Tucertr. Mr. Chairman, and members of the subcommitt 
my name is Kenneth H. Tuggle. I am the present Chairman of the 
Interstate Commerce Commission and have served in that capacity 
since January 1.of this year. I am appearing today to testify on the 
Commission’s behalf on bills S. 452, S. 1353, S. 1354, and S. 1355. 

My prepared statement, however, covers only 8. 452. I will testi 


on the other three bills from the reports submitted on those bills by | 


the Commission at the request of the chairman of the full committee, 

I understand that S. 2189, which was introduced last Tuesday, has 
been added to the list of bills to be heard today. Time has not per. 
mitted us to make a study and analysis of that measure which proposes 
to relax the present prohibitions against freight forwarders acquiring 
control of underlying carriers of the various modes. As soon as our 
study has been completed we will submit a report setting forth our 
views. 

It appears that the general a of S. 452 is to divide the na- 


tional transportation system into five tight compartments—rail, mo- | 


tor, pipeline, air, and water—each of which would be insulated from 
further influence by the others. 

Broadly speaking, this is sought to be accomplished by amending 
the pertinent statutes so as to prohibit the issuance of a certificate 
of public convenience and necessity to a person or carrier if such per- 


son or carrier has a direct or indirect interest in, or has an officer or ” 


director who has a direct or indirect interest in, a certificated carrier 
of another mode. 

The Commission would thus be prohibited in the future from issu- 
ing certificates where such lawful relationships exist among carriers 
subject to its jurisdiction under the Interstate Commerce Act. 

Section 1 of the bill would, for example, preclude the Commission, 
when the described relationship exists, from issuing a certificate under 
section 1(20) of the act authorizing a railroad to construct, extend, or 
abandon a line no matter how substantial the proof of public conven- 
ience and necessity might be. Similarly, section 2 of the bill would 
prohibit the Commission from issuing a certificate under section 207 
(a) of the act authorizing the institution of extension of motor com- 
mon carrier service if the motor carrier or other applicant has the 
described relationship with a railroad, pipeline, or air or water 
carrier. 

The Commission would also be prohibited under section 7 of the 
bill from issuing a water common carrier certificate under section 309 
(c) of the act if the described relationship exists between the appli- 
cant and certificated carriers of other modes. 

One effect of the bill would be virtually to freeze abandonments 
and construction of lines by railroads since most of the principal 
railway systems have direct or indirect interests in motor carriers of 
water carriers coming within the purview of its provisions. 

Abandonments would be precluded, because of such interests, re 
yardless of waste, disuse of the service, or the burden of losses being 
incurred. 
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By the same token, construction by railroads and extensions by 
affiliated motor and water carriers would be prevented without regard 
to the needs of the public. To escape the flat prohibition against 
jssuance of future certificates, rail and water carriers would be forced 
to terminate lawful and, in some cases, longstanding relationships 
with motor carriers, which the Commission encouraged them to estab- 
lish. See “Coordination of Motor Transportation,” 182 LC.C. 263 
(1982). ; : . 

Senator Smaruers. May I ask a question right there. This “See 
‘Coordination of Motor Transportation.’” Did that have anything to 
do with the ownership? Did you encourage them to take ownership 
of other modes of transportation ? 

Mr. Tucete. Yes, sir, that was prior to the enactment of the Motor 
Carrier Act of 1935 and also the Freight Forwarders Act a short time 
later. The Commission in that study pointed out the benefits of mo- 
tor carriers service, and encouraged the railroads to develop it as a& 
part of their operation. It is one of the great puzzles of transport his- 
tory, why they didn’t take advantage of their opportunity. 

Senator Smaruers. As I understood it, the Commission is still of 
that same view ¢ é' 

Mr. Tuceie. No, sir, I cannot answer that question dogmatically. 
Our policy, as perhaps you will recall, has been neither to favor nor 
to oppose the various proposals which have been made to extend the 
opportunity to branch out into other services. We have operated 
under such laws as the Congress has given us. 

Senator Smaruers. So under present law, that is, the last official 
written opinion of the Interstate Commerce Commission on this sub- 
ject was this one in 1982 in which you encouraged, as I understood 
it, for example the railroads to buy motor carriers, water lines, other 
supplementary services ¢ 

r. Tuaceie. So far as I can recall, that is the last expression where 
we have recommended or encouraged any such development. After 
the enactment of the Motor Carrier Act we have had occasion in 
numerous cases to consider the acquisition of motor carriers by rail- 
roads, and also they have applied in the first instance for certificates 
of convenience and necessity, but we have been obliged to follow the 
statutory requirements in making our decision. 

Senator Smaruers. Is it the view of the Commission that the Motor 
Carrier Act of 1935 in fact negated the decision in 1932 of the co- 
ordination of motor transportation ? 

Mr. Tucete. It did in effect; yes, sir. 

Senator Smatuers. Is that then, why, since 1935 the Commission 
has not—let me put it this way: Have you since 1935 encouraged for 
example the railroads to go into the motor transport business? 

Mr. Tucetx. We have neither encouraged them nor discouraged 
them. Whenever, in their opinion as the operators of a transportation 
business, they feel they should acquire a motor carrier operation, we 
have either permitted it or disallowed it, using the statutory tests as 
to public convenience and necessity and if we did grant it, we have im- 
posed the restrictions which are implicit in the act to attach to a cer- 
tificate issued to a railroad operating a motor common carrier. 

Senator Smarners. Have you approved of application that has been 
made to you since 1935—I know this calls for a general answer—have 
you approved generally of the applications that have been made to 
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you by we will say railroads that sought to purchase the ownership 
of other modes of transportation? Have you approved those gen- 
erally ? 

Mr. Tuaete. I am unable to give the box score, Senator, but we have 
approved a great many and refused to approve a great many. It 
should be mentioned, perhaps at this point, that when the Motor 
Carrier Act was enacted, a number of the railroads were already to 
some extent engaged in motor carrier operations. ‘They continued to 
conduct those and do today, the operations which they started prior 
to 1935. “ 

Senator Smaruers. All right. You go ahead. 

We may have to leave here to go to vote, and if we do, I know 
you want to leave to go to the opening of the St. Lawrence Seaway 
tomorrow so we will now officially make a part of the record your 
full statement and let me maybe hurry along and accelerate this a little 
bit by asking you a couple of questions. Do you make any comment 
over here with respect to section 5 ? 

Mr. Tuaete. Yes, sir. 

Senator Smaruers. Let’s turn over to that and see what you say 
about it. 

Mr. Tvuccrr. That begins on page 8. I will omit the quotation 
from the language of the bill. Section 5, fourth paragraph, further 
provides that nothing shall be construed as preventing any person, 
employee or organization, primarily engaged in a separate segment 
of the industry from promoting their objectives in a lawful manner. 

In the light of contemplated division of the transportation industry 
into five segments, under the earlier provisions of the bill, the pro- 
visions of paragraph 4 presumably is intended to ban interference 
as between the different segments of the industry. 

Under paragraphs (14) to (16) of section 5 of the act, which 
stem from amendments made by the Panama Canal Act of 1912 and 
the Transportation Act of 1940, the Commission may, subject to the 
unification provisions of section 5(2) if applicable, permit the con- 
tinuance or the institution of water carrier service, exclusive of oper- 
ation through the Panama Canal, where a rail carrier has a competi- 
tive interest in or control of a water carrier, whether or not the water 
carrier is subject to part III of the act, if the required showing is 
made. 

From time to time, and more infrequently of late, the Commission 
has approved such applications. In any instance where such rela- 
tionship exists and has been found to meet the statutory criteria, sec- 
tion 1 of S. 452 would, in like manner, forbid the issuance to rail car- 
riers of certificates authorizing extensions, constructions, or abandon- 
ments of lines, if the water carrier holds a certificate under section 
309(c). 

Also in connection with section 5(2) of the act, the Commission has 
for more than 20 years approved and authorized the acquisition by 
rail-owned motor carriers of the operating rights of independent 
motor common carriers, subject to the purchaser’s use of the acquired 
rights as an adjunct to rail service. 

Such authority has been granted where proof was adduced satis- 
fying the proviso of section 5(2)(b) of the act that the acquisition 
would benefit the railroad in its operations and would not unduly 
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restrain competition. The results of such action over the years have 
been of great benefit to a sound transportation system, and to the 
public, in releasing rail cars for strategic use elsewhere in the rail 
system, in improving efficiency, and reducing the cost of handling less- 
than-carload freight. 

Enactment of S. 452 would cast serious doubt upon the authority 
conferred by section 5(2) to approve such acquisitions, and no motor 
common carrier subsidiary of a railroad could obtain a certificate 
under section 207, however much it might be required by the present. 
and future public convenience and necessity. 

The prohibition in section 7 of the bill against the issuance of a 
certificate to a water carrier under section 309(c), if the defined re- 
lationship exists, would, we believe, hinder the efforts of the domestic 
water common carriers subject to part ITT of the act to develop that 

hase of the industry, particularly those in the intercoastal trade. 

Both the Maritime Commission and this Commission have noted in 
special studies and in annual reports the difficulties facing those en- 
gaged in or proposing to enter Intercoastal transportation by water 
following World War II, during which time vessels were requisitioned 
for public purposes. 

Incidental costs of sea-land transportation have soared and there 
have been praiseworthy efforts to reduce such expenses in the develop- 
ment of the “roll on-roll off” and “lift on-lift off” devices. 

One of the problems of interpreting S. 452 is the meaning to be 
given to the words “direct or indirect interest” as used in all sections 
except section 5 thereof. As to section 1 of the bill, it could mean 
the ownership of from one share to all shares of the outstanding capi- 
tal stock of the holder of a certificate issued under section 207 or sec- 
tion 309(c), or interlocking officers or directors. 

Also, as we understand section 1 of S. 452, while the issuance of an 
abandonment. certificate under section 1(20) of the act might be 
barred, where the described relationship exists, it would still permit, 
as contemplated by section 13a(1), a common carrier subject to part I 
of the act, after timely public notice, to discontinue, in whole or in 
part, “the operation or service of any train or ferry operating from a 
point in one State to a point in any other State.” 

There appear to be a number of other possible inconsistencies and 
conflicts in the bill which we called to the committee's attention in our 
report thereon dated June 18, 1959. I shall not therefore take up the 
subcommittee’s time to go into those aspects of the proposed measure. 

We believe that tight compartmentalization of the various modes of 
transportation as proposed in other than section 5 of S. 452 would 
foster unsound and uneconomic transportation conditions, and that. it 
would be contrary to the national transportation policy of coordina- 
tion, as declared in the act. 

From the earliest: railroads as feeders of traffic to the waterways to 
the latest “sea train,” “piggy back,” fishy back,” and air-motor serv- 
ices, the older forms of transportation have utilized the newer instru- 
mentalities of commerce in ways that have promoted more efficient 
operation or improved public service. 

We do not believe that such use, under regulation, has stifled com- 
petition. Moreover, enactment of these provisions of the bill, are in 
our opinion, unnecessary since the act presently confers upon the 
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Commission ample power to consider and determine questions arising 
from intercarrier relationships which might affect the public interest, 
I turn now to section 5 of the bill which is apparently designed to 
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outlaw “secondary boycotts” as between the various segments of the | 


transportation industry as defined in that section, viz, air, water, rail, 
motor, and pipeline. This is proposed to be accomplished by amend. 
ing the various statutes, including the Interstate Commerce Act, under 
which for-hire carriers within each segment are regulated, so as to 
make it unlawful— 

* * * for any individual or person or employee or group of employees or or. 
ganization of employees of any carrier primarily engaged in a separate segment 
of the transportation industry to interrupt the normal operation of said 
separate segment of the transportation industry by overt acts or refusal to act 
if such overt acts or refusal to act are due to participation in or support of the 
activities or objectives of any individual or person or employee or group of 
employees or organization of employees of any carrier primarily engaged iy 
any other separate segment of the transportation industry * * *. 

Section 5(4) of the bill further provided, however, that nothing 
therein shall be construed as preventing any person, employee, or 
employee organization primarily engaged in a separate segment of the 
industry from promoting their objectives in a lawful manner. 

In the light of the contemplated division of the transportation in. 
dustry into five segments, the prohibition of paragraph (4) presum- 
ably is intended to ban labor interference, as between the different 
segments of the industry. Thus it appears that a union of motor. 
carrier employees would not have the right, for example, to refuse 
to handle cargo received from rail or air carriers because of a pending 
labor dispute between the respective rail or air carriers and their 
employees, nor, would employees of a water carrier be entitled to 
refuse, due to a dispute between a pipeline operator and its employees, 
shipments which had moved through pipelines to the water terminal, 

We have seen the serious disruptions in service to the public that 
can be caused by secondary boycotts in the transportation industry 
and agree in principle with the apparent purpose of section 5 of the 
bill. We believe, however, that its provisions should be administered 
by an agency charged primarily with the responsibility of adminis 
tering and enforcing the labor-management laws. The Interstate 
Commerce Commission was created by Congress in 1887 to deal pri- 
marily with various relations between the railroads and the public, 

The extension of its authority over other forms of surface trans 
portation has been to provide a more stable industry and more satis 
factory service to the public. On the other hand, Congress tr 
ditionally has seen fit to lodge authority to deal with rail labor dis 
putes in other agencies such as the Railroad Labor Board which was 
established by the Transportation Act, 1920, and the presently estab- 
lished National Mediation Board. 

Labor disputes involving “hot cargo” and similar clauses for in- 
dustry in general, including motor-carrier transportation, have bee 
or are being handled by the National Labor Relations Board undet 
the provisions of the Labor-Management Relations Act of 1947, gen 
erally known as the Taft-Hartley Act. Inasmuch as these agencies 
have the experience and trained personnel to deal with labor-man- 
agement problems, we believe that it would be more logical and de 
sirable to provide that the provisions of section 5 shall bk 
administered and enforced by one of these agencies. 
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In carrying out its responsibilities, the Commission has found it 
necessary to deal with the specific question of whether or not motor 
carriers, in the withholding of certain services because of labor dis- 

utes, are fulfilling their obligations under the Interstate Commerce 
Act or the common law. : ; 

In one comparatively recent proceeding, Galveston Truck Line 
Corp. v ADA Motor Lines, Inc., 73 M.C.C, 617 (1957), a motor car- 
rier which resisted demands that it sign a contract with an em- 
ployees’ organization found that its shipments were being refused, 
at the behest of union officials, by connection motor carriers. 

The “boycott” later was discontinued, apparently as a result of 
negotiations by the National Labor Relations Board, followed by 
Board and court orders. Upon complaint of the unorganized car- 
rier, the defendant carriers urged that their refusal to accept traffic 
was the result of their obligations under union contracts, 

The only relevant restrictions in the contracts appeared to lie in 
“hot cargo” clauses covering “unfair goods” or any “unfair com- 
pany”. The Commission refused to find the “hot cargo” provisions 
illegal, as requested by some of the parties, but it did find that the 
obligations of common carriers to perform service were not to be 
subordinated to the requirements of unions. 

Carriers were found to be in no position to bargain away their 
obligations. Although the boycott had ceased, the Commission, in 
the public interest and for the guidance “* * * of defendants and 
other carriers confronted with similar situations * * *” entered a 
cease and desist order against defendants who had refused to receive 
traffic from the complainant carrier. 

Senator Smatuers. Has that particular decision of yours ever been 
tested in court? In other words, where you find a carrier does not 
have the right to bargain away their obligations to the public, as 

ranted by you, the commission, to them, has that particular rul- 
ing of yours been tested in any way by the courts ? 

r. Tucerr. Not tomy knowledge. 

Senator Smaruers. Is there any prospect of it being tested? 

Mr. Tucetx. I know of no case pending now in the courts. 

Senator Smatruers. But it is the view of the Commission that a 
carrier cannot. enter into a contract with the union which would, in 
effect, the contract with the union, would require them to go contrary 
to the certificate which you had issued to them to go into business? 

Mr. Tueate. That is right. 

Senator Smatuers. That has not yet been tested. 

Mr. Tucate. No, sir. 

Senator Smaruers. Have you had any instances, do you know of 
any instances where a carrier has refused to negotiate with the union 
on the basis that the union sought to have them embodied in a con- 
tract what amounted to a “hot cargo” provision ? 

Mr. Tucetr. No, sir; I personally know of no such situation. We 
are not close to the collective bargaining that goes on between the 
carriers and their employees. 

Senator Smaruers. Do you think the Commission can adequately 
perform its reputation, we will say, of the general public in this 
matter of providing a safe and sound and economic and progressive 
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transportation system by, in effect, turning your back on the problems 
of the transportation industry that it has with labor 

Mr. Tuceie. Well, we do not turn our back on the problems, but 
under the Interstate Commerce Act, the solution of labor-management 
problems is not delegated to us. We are conscious, of course, of the 
effect they have upon the performance of transportation services to 
the public. 

Senator Smaruers. What happens when a carrier comes to you 
and says he c cannot—let’ S say it is a man with a trucking certiticate, 
He says you are giving him the right to operate but he cannot get the 
union to drive the trucks. What do you then do to him? 

Mr. Tuae ir. If I understood your question, the truck operator 
could not get employees to operate the trucks. 

Senator Smaruers. Yes. Could not get the employees to drive the 
trucks, and therefore he was not able to fulfill the requirements of his 
certificate. Then what does he do? 

Mr. Tucere. Well, he would perhaps apprize us of the situation, so 
that we would understand that he was perfectly willing to perform 
the service that was his responsibility, as a carrier and under our cer- 
tificate, and he might apprize us of the reasons he was unable to 
perform. 

Senator Smaruers. So, therefore, you would not put a competing 
carrier in there against him, while he was, in effect, ee 

Mr. Tucere. I can hardly answer that “Yes” or “No.” I would 
say that if the cable interest required there be a tri imenaiiine service 
we would certainly grant temporary authority to some carrier to 
perform it. We would not, if we could help it, keep the vutelih from 
being afforded ample transportation facilities. 

Senator Smatruers Thank you. 

Mr. Tuaete. In connection with the Commission’s decision in the 
Galveston case it should be noted that the Labor Management Rela- 
tions Act, 1947, makes it an unfair labor practice to engage in or to 
encourage a strike or a concerted refusal, in the course of employ- 
ment, as to the use or the transportation of materials, to force a neu- 
tral employer to sever business relations with an employer engaging 
in practices objectionable to the union. 

In Local 1976, Carpenters Union v. Labor Board, 357 U.S. % 
(1958), the Supreme Court held that, where the National Labor Rela- 
tions Board had entered cease-and-desist orders under the 1947 act, 
contracts by which union employees were excused from the processing 
or handling of “unfair goods,” or of serving any “unfair company, 
did not constitute an adequate defense to enforcement of the orders 

The Court did not outlaw “hot cargo” clauses as such. The de- 
cision has been criticized for its failure to clarify more fully the 
status of these clauses in labor contracts. Attempts to clarify the 
situation by amendment of the 1947 statute have been a source of 
controversy in the consideration of S. 1555, which is now pending in 
the Congress. 

This bill was amended on the floor of the Senate to make it an un 
fair labor practice for a common carrier subject to part II of the In- 
terstate Commerce Act to cease or refrain or to agree to cease of 
refrain from transporting products of another employer, and also te 
make unenforceable any such contract already executed. 
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In another proceeding, “Pickup and Delivery Restrictions, Rail,” 
303 L.C.C. 579 (19: 58), the Commission had before it an investiga- 
tion of certain “impracticable operation” rules w hich, in effect, ex- 
cused the performance of pickup- and-delivery services of either rail 
or motor carriers if, as expressed in a typical rule, “riots, strikes, 
picketing, or other labor disturbances” made pickup’ or delivery im- 
practicable. pairs ; 

The investigation, covering California and other Western States, 
had shown that both rail and motor carriers had from time to time 
been involved in refusals to serve various picketed premises. A num- 
ber of devices had been conceived by carriers and shippers to avoid 
the necessity of deliveries through picket lines. The carriers had 
contended that the rules were reasonable, maintaining, among other 
things, that such rules merely stated conditions under w hich ¢ service 
might be refused. 

n its report, the Commission pointed out that the rules, especially 
in the reference to “other disturbances” were vague. It also discussed 
the duty of the carriers to render service which could not be avoided 
by the publication of a tariff rule. Thus the “impracticable opera- 
tions” rules were found to be unreasonable and were ordered can- 
celed. The Commission also referred to a number of decisions in 
which the courts held that, with or without such tariff rule, the ques- 
tion of carrier liability for failure to perform the service required 
under the Interstate Commerce Act, depended on the facts in any 
particular case. 

As I have indicated, we agree in principle with the apparent pur- 
pose of section 5 of S. 452, and favor its enactment if amended so 
as to provide that it shall be administered and enforced by a gov- 
ernmental agency experienced in labor-management matters. 

Senator SMATHERS. Nobody wants to touch that subject. 

Mr. Chairman, thank you. Now you, thereby, as I gathered, in 
favoring section 5, would agree that unions in one mode of transpor- 
tation should not be permited i in effect to exercise influence of second- 
ary boycotts against other modes of transportation ? 

Mr. Tuceie. Yes; we favor that in principle. 

Senator Smaruers. You favor in principle a division of the modes 
of transportation with respect to labor ? 

Mr. Tuceie. Yes, sir. 

Senator Smaruers. But you do not favor a division of the modes 
of transportation with respect to ownership ? 

Mr. Tuceie. That is right. 

Senator Smaruers. Is that in your judgment a completely con- 
sistent position ¢ 

Mr. Tucerr. Yes: it is consistent. Of course it requires an expla- 
nation, As of now, and for many years, the various modes of trans- 
portation under our jurisdiction have engaged to some extent in other 
modes of transportation. They have only been allowed to do that 
because they were able to demonstrate that it was in the public in- 
terest for them to be allowed to supplement their services. Weare not 
aware of any criticism, or at least anything except a passing criti- 
cism, of our decisions in permitting, where the public interest war- 

rants it, one mode of transportation to supplement its operations by 
the use of another mode. In fact, our position on that was affirmed 





44 COMMON OWNERSHIP BY REGULATED CARRIERS 


by the Supreme Court in the Rock Island case about 3 years or so 
ago. 
Senator Smatrners. Thank you very much, Mr. Tuggle. We are 
grateful to Commissioners Walrath, Murphy, and Freas for lending 
you their moral support. 

Mr. Tuccrr. Let me ask my colleagues if they have anything to 
add to what I have said. Perhaps I overlooked something. 

Mr. Warrarn. Only, Mr. Chairman, I suggest our Chairman speak 

or refer at least to our position on the other bills that are pending, 
which he hasn’t mentioned. 

Senator Smatuers. All right. You are going to file a memoran- 
dum with respect. to 2189 ? 

Mr. Tueetr. Yes, sir. I would like to say with reference to 1353, 
1354, and 1355, as I mentioned in my earlier t testimony, that the 
Commission’s position has been neither to favor nor to oppose the 
laws which Congress lias enacted in regard to permitting one form 
of transportation to utilize another. And that is still our position, 

We are certainly not in a position to say that we have all the data 
or have made the studies to support these bills or to flatly oppose them, 
Some historian has said that America is an experiment in transporta- 
tion. We don’t want to take a firm position about them, because we 
realize that under the revolution that is going on in this country now 
in transportation, it may be necessary to adopt new techniques to at- 
tain coordination of transportation, correlation, or whatever it may 
be called, in order to serve the public interest and provide a transpor- 
tation system by all modes which is adequate to serve the commerce of 
the Nation and the national defense. 

We believe that the public interest requires that shippers have a 
ready choice of all modes of carriage and a workable and flexible 
method by which they can utilize the various inherent advantages of 

each mode of transport in coordinated movements. The present law 
ealie voluntary arrangements in joint rates and through routes. 
The carriers themselves now have within their power the opportunity 
to demonstrate economies, efficiencies, and advantages to the shipping 
public through practical operation of voluntary coordinated systems. 

The Commission feels that these bills involve extren 1ely broad 
policy questions which only the Congress can resolve. If they are 
enacted it might require a restatement of the national transportation 
policy. We take the liberty of suggesting that the public policy ques- 
tion inherent in common ow nership proposals might well be one of 
the major matters for consideration under Senate Resolution 29. 

Senator Smaruers. All right, sir. Thank you very much. 

(Mr. Tuggle’s letters to the committee follow :) 

INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., June 22, 1959. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, 
Washington, D.C. 

DEAR CHAIRMAN MaGnuson: Your letter of March 13, 1959, requesting an ex- 
pression of the Commission’s views on a bill (S. 1353), introduced by Senator 
Butler (by request), to amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a motor carrier 
and upon the issuance of certificates or approvals for engaging in such business 
or acquiring control of another engaged therein, has been considered by the 
Commission, and I am authorized to submit the following comments: 
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This bill, together with S. 1354 and S. 1355, introduced at the request of the 
railroad industry (see, Congressional Record, Mar. 10, 1959, p. 3299,), constitute 
a legislative plan to permit by law any carrier, otherwise qualified, to own, con- 
trol, and operate various other forms of service—rail, motor, water, and air. 
The plan has been variously referred to as “integrated transportation,” “de- 
partment store,” and “single package plan.” 

The first section of S. 1853 would amend section 207(a) of the Interstate 
Commerce Act to preclude the Commission from denying a certificate to operate 
as a motor common carrier, or from attaching thereto terms, conditions, or 
limitations requesting the traffic to be handled, the service to be performed, or 
the operations to be conducted merely by reason of the fact that the appli- 
cant is a carrier other than a motor carrier, or a person controlled by or affiliated 
with a carrier other than a motor carrier. The proposed amendment would also 
require the Commission, upon application of the holder, to modify outstanding 
certificates in conformity with the new provisions. 

Section 2 of the bill would eliminate from section 5(2)(b) of the act, which 
relates to proposed unifications and acquisitions of control, the proviso which 
prohibits the Commission from approving a proposed transaction involving 
a motor carrier, where a railroad or railroad affiliate is the applicant, unless 
it finds that the transaction “will be consistent with the public interest and 
will enable such carrier to use service by motor vehicle to public advantage 
in its operations and will not unduly restrain competition.” 

Since section 2 of the bill relates to those provisions of the act which specif- 
ically reflect past congressional policy, our comments are directed first to 
the proposed repeal of the proviso in section 5(2)(b). The Commission’s 
views concerning the congressional intent under the proviso with respect to 
participation by railroads and their affiliates in motor transportation were set 
forth in Rock Island M. Transit Co.—Purchase—White Line M. Frt., 40 M.C.C. 
457 and 55 M.C.C. 567. After quoting the initial congressional declaration of 
policy as contained in section 202(a) of the Motor Carrier Act, 1935, the Com- 
mission stated in 40 M.C.C. 457, beginning at page 461, as follows: 

“Consistently with, and obviously in furtherance of, this policy, it was 
specifically provided by section 218 that no ‘carrier other than a motor carrier’ 
nor any person controlled by, or affiliated with any ‘carrier other than a motor 
carrier’ should be authorized to consolidate or merge with, purchase, lease,, 
operate under contract, or otherwise acquire control of, any motor carrier unles® 
this Commission should first find not only that the transaction would be consistent 
with the public interest but further that it would ‘promote’ the public interest by 
enabling such carrier other than a motor carrier to use service by motor vehicle 
to public advantage in its operations and would not unduly restrain competition. 

“By these provisions of the law the Congress indisputably intended not only 
to provide for the impartial regulation of all of the indicated modes of trans- 
portation but also affirmatively to foster, promote, and preserve the inherent 
advantages of each mode of transportation. As an essential element of the 
latter purpose provision was specifically made to protect each mode of transpor- 
tation from the suppression or strangulation thereof which might follow if con- 
trol thereof were allowed to fall into the hands of a competing transportation 
agency. At the same time it was recognized that motor vehicles legitimately 
and properly could be used as a subordinate instrumentality for the improve- 
ment of non-motor-carrier transportation services. In order to allow such use 
in the public interest, the way was left open for carriers other than motor 
carriers, with this Commission’s approval, to acquire control of motor carriers, 
but it was provided that such acquisition should not be sanctioned unless it 
first be found that the ‘transaction proposed would promote the public interest,’ 
and that in a particular way, namely, ‘by enabling such carrier other than a 
motor carrier to use service by motor vehicle to public advantage in its [non- 
motor-carrier] operations’ and would not unduly restrain competition. 

“After nearly 5 years of regulation under the Motor Carrier Act, 1935, in 
the course of which section 213 was construed and applied and during which 
effect was given in proceedings under section 207 of the act to the declared 
policy of the Congress as confirmed and furthered by section 213, the Trans- 
portation Act, 1940, was enacted. Therein the previously declared policy of 
the Congress was broadened somewhat to cover all modes of transportation and 
restated as the national transportation policy. At the same time section 213 was 
revised slightly and consolidated with section 5 of part I of the act. 


64362—61——4 
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“In view of the intervening administrative construction and application of the 
declared policy of the Congress and of section 213 it is particularly significant 
that both the new declaration of policy and the revised section 5 were so framed 
as to confirm and approve, rather than disapprove, the manner in which those 
portions of the act had theretofore been construed and applied by us.  Specifi- 
cally the Transportation Act, 1940, declared it to be the national transportation 
policy impartially to regulate ‘all modes of transportation’ so as ‘to recognize 
and preserve the inherent advantages of each; to promote safe, adequate, eco- 
nomical and efficient service and foster sound economic conditions in trans. 
portation and among the several carriers; to encourage the establishment of 
reasonable charges * * * without * * * unfair or destructive competitive prac. 
tices; * * * all to the end of developing, coordinating, and preserving a national 
transportation system by water, highway, and rail * * *.’ Section 5 as amended 
to include former section 213, again provided that an acquisition of a motor 
carrier by a railroad or by any person controlled by, or affiliated with a railroad, 
should not be approved except after a finding ‘that the transportation proposed 
will be consistent with the public interest and will enable such rail carrier to use 
service by motor vehicle to public advantage in its operations and will not un- 
duly restrain competition.’ 

“Appraisal of the scope of the legislative approval of our prior administrative 
construction and application of the declared policy of the Congress and of section 
213 which can be implied from the reenactment of both provisions without sub- 
stantial change requires a brief examination of, at least, the leading reports 
of this Commission bearing thereon which antedated such reenactment.” 

After discussing the leading cases in which the above-mentioned policy has 
been administratively construed and applied, the Commission stated: 

“It is our opinion * * * that the preservation of the inherent advantages of 
motor-carrier service and of healthy competition between railroads and motor 
earriers and the promotion of economical and efficient transportation service 
by all modes of transportation and of sound conditions in the transportation 
[industry] and among the several carriers, in short the accomplishment of the 
purposes forming the national transportation policy, require that, except where 
unusual circumstances prevail, every grant to a railroad or to a railroad affiliate 
of authority to operate as a common carrier by motor vehicle or to acquire such 
authority by purchase or otherwise should be so conditioned as definitely to limit 
*he future service by motor vehicle to that which is auxiliary to, or supplemental 
of, train service.” 

Repeal of the proviso, would of course, have the effect of making applicable 
to those transactions in which a railroad, or a railroad afiiliate, seeks to acquire 
control of a motor carrier or to acquire the operations and properties of such 
carrier the same standard of proof that is applicable to non-railroad applicants, 
also as provided in section 5(2)(b), namely, that the proposed transaction will 
be consistent with the public interest and that the terms and conditions thereof, 
or with such modifications as the Commission may require, will be just and 
reasonable. Railroad or railroad affiliates would no longer be required in such 
proceedings to make the additional showing that “the transaction * * * will 
enable such carrier to use service by motor vehicle to public advantage in its 
[railroad] operations and will not unduly restrain competition.” 

With respect to section 207(a) of the act, which section 1 of the bill would 
amend, the Commission’s interpretation and application of that section in the 
light of the national transportation policy to applications by railroads and rail- 
road affiliates for motor common carrier certificates was reviewed and discussed 
in Rock Island Motor Transit Co. Com. Car Application, 63 M.C.C. 91. As to its 
authority to impose “auxiliary and supplemental service’ restrictions on cer: 
tificates issued to such applicants, the Commission stated at page 100: 

“Our statutory authority to impose terms and conditions on a grant of at- 
thority under section 207 is derived from section 208 of the act. We have always 
construed these two sections in the light of the national transportation pol- 
icy to require, where the circumstances warranted, the imposition of restric 
tions on certificates issued motor-carrier subsidiaries of railroads. Where the 
circumstances did not warrant such action, we have issued certificates subject 
to a reservation to impose in the future any limitations, restrictions, or 
modifications that may appear necessary, and in some instances certificates have 
been issued without restrictions or even a reservation as just described.” 

As to the purpose of such restrictions the Commission stated at page 102: 

“The main purpose for the policy of imposing the five above-quoted restrictions, 
or modifications thereof, was to prevent the railroads from acquiring motor 
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operations through affiliates and using them in such manner as to unduly restrain 
competition of independently operated motor carriers. This policy was and 
js sound and should be relaxed only where the circumstances clearly establish 
(1) that’the grant of authority has not resulted and probably will not result 
in the undue restraint of competition, and (2) that the public interest requires 
the proposed operation, which the authorized independent motor carriers have 
not furnished, except where it suited their convenience.” 

In this proceeding the Commission found that the circumstances were such 
that the public convenience and necessity did not require the imposition of 
restrictions limiting the services to be performed by the motor carrier affiliate 
to those auxiliary and supplementary to the operations of the parent railroad. 

The Commission’s power to impose “auxiliary and supplemental service” 
restrictions in an application proceeding under section 207 was sustained by the 
Supreme Court in United States v. Texas & Pac. Co., 340 U.S. 450. Its power 
under that section to issue unrestricted motor carrier certificates to railroad 
affiliates under special circumstances was upheld by the Supreme Court in 
American Trucking Assns. v. U.S., 355 U.S. 141. 

Enactment of section 1 of S. 1353 would require broad reexamination of the 
application of section 207(a). The provisions of that section of the bill are 
not limited to applications filed by railroads or by railroad affiliates. They 
also apply to applications of other carriers, such as express companies, private 
carriers, water carriers, air carriers, and freight forwarders. See Railway 
Eap. Agency, Inc., Extension—Bloomington, Iil., 26 M.C.C. 641, and Watkins 
Motor Lines, Inc., Extension—Frozen Foods, 49 M.C.C. 790. Among the condi- 
tions which could no longer be imposed would be those requiring private car- 
riers to conduct for-hire operations separately from other activities, including 
separate accounts and separate use of vehicles. Juliano Bros. Common Carrier 
Application, 48 M.C.C. 747. 

Section 1 of the bill would also seem to preclude the Commission in passing 
on an application of a carrier other than a motor carrier or of a motor carrier 
affiliated with a carrier other than a motor carrier from considering whether 
the operation to be performed would be competitive with other operations per- 
formed by the applicant or by persons affiliated therewith. If the applicant 
were a motor carrier affiliated with another motor carrier such matters could 
be considered. Dealers Transport Co. Extension—Willow Run, 48 M.C.C. 199, 
201, and Fleetlines, Inc.—Control—Osbourn Trucking Co., 58 M.C.C. 748. The 
prohibition against doing so where the applicant is affiliated with a carrier 
other than a motor carrier, or where the applicant is a carrier other than a 
motor carrier would place such applicant on a preferential basis. 

Enactment of section 1 of the bill would also appear to bring section 207(a) 
into conflict with section 411(a)(1) of the act which makes it unlawful for a 
freight forwarded to acquire control of a carrier subject to part II of the 
act. 

The further provision in section 1 of the bill which would require the Com- 
mission, upon application, to remove conditions or limitations of the nature 
indicated from certificates heretofore issued would result in enlarging the 
operating rights evidenced by those certificates without any showing of public 
convenience and necessity therefor, as now required by section 207, and without 
regard to the impact upon competing motor carriers. Some of the outstanding 
certificates held by railroads which are restricted to service auxiliary and sup- 
plemental to rail service were issued under section 207 upon a showing of a 
need for that particular kind of service, notwithstanding the adequacy of 
existing motor carrier service of the ordinary kind unrelated to rail service. 
Kansas City S. Transport Co. Inc. Com. Car, Application, 10 M.C.C. 221, 238. 
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Advocates of the plan, of which S 1353 is a part, advance in support of their 
position the many advantages which would flow from flexible routing and 
single lading shipments, as well as the greater efficiency and economies to be 
realized from central control of the various methods of carriage within single 
systems. This they compare with the duplication of expense and functions 
involved in maintaining separate and independent managements, and the waste- 
ful practices which presently exist when independent carriers of the various 
modes are engaged in keen competition. 

One of the arguments most frequently heard against permitting such integra- 
tion is that the stronger mode interested in furthering a particular form of 
transportation might attempt to strangle other modes and to create a monopoly 
for the one of its choice. The force of this argument undoubtedly was much 
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greater while certain modes were in their infancy. The extent to which it may 
apply under today’s condition is one of conjecture. Considering, however, the 
present-day strength of the various modes and the fact that the Interstate 
Commerce Commission has been created for the purpose of protecting the 
public interest in a stable and enduring transportation system, the force of this 
argument may well be questioned. Detailed arguments for and against the 
proposals embodied in 8. 1353 and the related bills seems unnecessary at this 
time, since data vital to a proper determination of the important questions in- 
volved will undoubtedly be developed by industry and shipper representatives 
at the time of the public hearings thereon. 

Attention, however, is invited to the fact that the Commission has heretofore 
neither supported such a change in the law, nor opposed it. Last year, former 
Chairman Freas, in testifying on the Commission’s behalf before the Surface 
Transportation Subcommittee on the railroad situation stated with respect to 
the general subject of common ownership of different modes of transportation: 

“This proposal involves extremely broad policy questions which only the 
Congress can resolve” (transcript, p. 1835). 

Our considered view is that the present and future public interest requires 
that there be made available to shippers a ready choice of all modes of carriage 
and some workable method of flexibility whereby they can utilize the various 
inherent advantages of each mode in coordinated movements of single ship- 
ments, which, of course, is the stated objective of the supporters of the present 
bills. The Commission has been generally of the view, that this type of service 
was needed, but has had some reservation concerning the manner in which it 
should be brought about. Specifically, we have believed that during the evolu- 
tionary period while this type of service was being developed, efforts by inde- 
pendent carriers to accomplish coordinated service through voluntary concur- 
rence in joint rates and through routes should receive every encouragement, 
The present law, of course, permits such voluntary arrangements and we be- 
lieve that both the Commission and the Congress should do all they can to foster 
the growing trend. 

It is our view that the carriers themselves have within their power the op- 
portunity to demonstrate the economies, efficiencies, and advantages to the ship- 
ping public through practical operation of voluntary coordinated systems. The 
expanding plans involving “piggy-back”, “fishy-back”, and “flyaway” services, 
using easily interchangeable containers, have offered real encouragement along 
these lines, with the next probable development being a movement toward 
standardization of such containers. 

We feel now, as we did at the time of our previous testimony, that the 
issue here presented is one of broad congressional policy. We are not, from 
the information in our possession, in a position now to do other than set forth 
these observations. The passage of legislation such as here proposed may re 
quire a restatement of the national transportation policy. We suggest that the 
public policy question inherent in common ownership proposals might well be 
one of the major matters for consideration under S. Res. 29. 

Respectfully submitted. 

KENNETH H. TuGGLe, Chairman, 





INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., June 22, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR CHAIRMAN MAGNuSON: Your letter of March 13, 1959, requesting an ex- 
pression of the Commisson’s views on a bill (S. 1355), introduced by Senator 
Butler (by request) to amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a water carrier 
and upon the issuance of certificates or approvals for engaging in such busi- 
ness or acquiring control of or an interest in another so engaged, has been 
considered by the Commission and I am authorized to submit the following 
comments: 

S. 1355 and two related bills, S. 1353 and S. 1354, introduced at the request 
of the railroad industry (see Congressional Record, March 10, 1959, p. 3299), 
embody a legislative plan to permit by law any carrier, otherwise qualified, to 
own, control, and operate various other forms of service—rail, motor, water, 
and air. 
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The first section of the bill would amend section 309(c) of the Interstate 
Commerce Act to preclude the Commisison from denying a certificate to ope- 
rate as a common carrier by water or from attaching thereto terms, conditions, 
and limitations restricting the traffie to be handled, the service to be performed, 
or the operations to be conducted merely by reason of the fact that the appli- 
cant is a carrier other than a water carrier or a person controlled by or affili- 
ated with a carrier other than a water carrier. 

Enactment of this section probably would preclude the Commission, in passing 
on an application of a carrier other than a water carrier or of a carrier affiliated 
with a carrier other than a water carrier from considering whether the water 
carrier operations would be competitive with another mode of transportation per- 
formed by applicant or by persons affiliated therewith, and whether under the 
circumstances existing it would be compatible with the public interest to au- 
thorize the applicant to perform such competitive services. If affiliated water 
carriers were involved, such matters would be considered. Albany Barge Lines, 
Inc., Common Carrier Application, 285 1.C.C. 731, 740, and Commercial Trans- 
port Corp.—Control and Merger, 70 M.C.C. 535, 544, 545. <A prohibition against 
considering these matters where applicant is a carrier other than a water carrier 
or affiliated with a carrier other than a water carrier, would place such applicant 
on a preferential basis. 

If, upon issuance of the certificate, acquisition of control of the water carrier 
were proposed in a transaction within the scope of section 5(2)(a) of the act, 
the provisions of that section requiring the approval of the Commission would 
pe applicable. Similarly, if applicant were a noncarrier controlled by, or affili- 
ated with, another carrier (except a freight forwarder) approval under section 
5 would be required before the certificate could be issued. Section 1 of the 
bill apparently would not affect jurisdiction under section 5, but it might well 
limit the matters which the Commission could consider in deciding such appli- 
cations. It should also be noted that section 411(a)(1) makes it unlawful for 
a freight forwarder to acquire control of a railroad, a motor carrier, or a water 
carrier, yet section 1 of the bill would appear to sanction such control. 

Sections 2, 3, and 4 of the bill would amend paragraphs (14) and (15), and 
repeal paragraph (16), of section 5. These paragraphs were added to that 
section by what is known as the Panama Canal Act of August 24, 1912. The 
purposes were to prevent the routes through the canal, then nearing completion, 
from coming under the domination of competing railroads, and at the same time 
to disassociate water lines “elsewhere” from such domination, except where it 
was shown that they were operated in the best interests of the public and not 
used by the railroads to stifle competition. See Lake Line Applications under 
Panama Canal Act, 33 I.C.C. 700. 

The proposed legislation would retain the prohibitions of section 5(14) as to 
the canal routes and eliminate those applicable to waters “elsewhere.” If these 
prohibitions are no longer necessary as to routes not through the canal, par- 
ticularly routes through the St. Lawrence Seaway, we see no reason why the 
prohibitions relating to the canal routes should be retained. 

The elimination of the prohibitions in section 5(14) would not cause the 
situation to revert entirely to that which existed before the Panama Canal Act 
was passed. Acquisitions of control of water carriers subject to part III of 
the act by other carriers (except freight forwarders) require the approval of 
the Commission under section 5(2). However, section 5(2) is not applicable to 
acquisitions by a railroad of control of water carriers not subject to part III 
(including carriers operating from a place in one State to a place in another 
State which are specifically exempted therefrom by section 303, and carriers 
operating from a place in the United States to a place in a foreign country), 
acquisitions of an interest in a carrier subject to part III not amounting to 
control within the meaning of that term as used in section 5(2), or acquisitions 
of an interest in “any vessel carrying freight or passengers through the Panama 
Canal or elsewhere with which the railroad does or may compete for traffic.” 
Thus, if sections 2, 3, and 4 of 8. 1355 were enacted, the only restraint upon rail- 
road acquisitions of such control or interests would be such restraints as are 
imposed by the antitrust laws. 

Our attention has not been called to any undue burden imposed upon the 
railroads by the existing provisions of paragraphs (14), (15), and (16) of sec- 
tion 5, or of any situation contrary to the public interest which has been brought 
about by the existence of those provisions. Actually, in recent years the rail- 
roads have demonstrated little interest in making acquisitions within the pur- 
view of such provisions, as evidenced by the fact that very few applications 
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have been filed thereunder, even though, except in respect of carriers or vessels 
operating through the Panama Canal, the Commission is authorized to permit 
such an acquisition upon a showing that it ‘will not prevent such common ¢ar- 
rier by water or vessel from being operated in the interest of the public and 
with advantage to the convenience and commerce of the people, and that it will 
not exclude, prevent, or reduce competition on the route by water under con- 
sideration.” 

As indicated, except in respect of carriers or vessels operating through the Pan. 
ama Canal, the railroads are afforded a means of effectuating transactions of the 
nature, in question, when they are shown, in effect, to be compatible with the 
public interest. 

Last year, former Chairman Freas, in testifying on the Commission’s behalf 
before the Surface Transportation Subcommittee on the railroad situation stated 
with respect to the general subject of common ownership of different modes of 
transportation : 

“This proposal involves extremely broad policy considerations which only 
the Congress can decide” (transcript, p. 18385). 

We feel now, as we did at the time of our previous testimony, that the issue 
here presented is one of broad congressional policy. We are not, from the 
information in our possession, in a position now to do other than submit the 
general observations as set forth in our report, also of this date, on S. 1353, 
The passage of legislation such as here proposed may require a restatement of 
the national transportation policy. We suggest that the public policy question 
inherent in common ownership proposals might well be one of the major matters 
for consideration under S. Res. 29. 

Respectfully submitted. 

KENNETH H. Tuaere, Chairman. 





INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., June 22, 1959, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, 
Washington, D.C. 

Dear CHAIRMAN MAGNUSON: Your letter of March 13, 1959, requesting com: 
ments on a bill (S. 1354), introduced by Senator Butler (by request), to amend 
the Civil Aeronautics Act to remove certain restrictions as to persons who may 
engage in the business of an air carrier and upon the issuance of certificates or 
approvals for engaging in such business or acquiring control of another engaged 
therein, has been considered by the Commission and I am authorized to sub- 
mit the following comments: 

S. 1354 would amend the Civil Aeronautics Act (now a part of the Federal 
Aviation Act of 1958) so as to remove certain restrictions against carriers 
other than air carriers or persons affiliated with carriers other than air carriers 
from engaging in air transportation. This bill and related bills, S. 1353 and 
S. 1355, intoduced at the request of the railroad industry (see Congressional 
Record, Mar. 10, 1959, p. 3299), give shape to a legislative plan to permit by law 
any carriers, otherwise qualified, to own, control, and operate various other 
forms of service—rail, motor, water, and air. 

Last year, former Chairman Freas, in testifying on the Commission’s behalf 
before the Surface Transportation Subcommittee on the railroad situation stated 
with respect to the general subject of common ownership of different modes of 
transportation : 

“This proposal involves extremely broad policy considerations which only the 
Congress can decide” (transcript, p. 1835). 

We feel now, as we did at the time of our previous testimony, that the issue 
here presented is one of broad congressional policy. We are not, from the in- 
formation in our possession, in a position now to do other than submit the geb- 
eral observations as set forth in our report of even date on 8S. 1353. The passage 
of legislation such as here proposed may require a restatement of the national 
transportation policy. We suggest that the public policy question inherent in 
common ownership proposals might well be one of the major matters for con- 
sideration under S. Res. 29. 


Respectfully submitted. 
KENNETH H. Tuceie, Chairman. 


Senator Smatuers. Mr. Peterkin is our next witness. 
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STATEMENT OF GEORGE A. PETERKIN, JR., PRESIDENT, DIXIE 
CARRIERS, INC., HOUSTON, TEX., FOR INLAND WATERWAYS 
COMMON CARRIERS ASSOCIATION 


Mr. Peterkin. My name is George Peterkin, Jr., and I appear 
before you today as the representative of the Inland Waterways 
Common Carriers Association, a group of leading barge lines whose 
operat ions are subject to the Interstate Commerce Act. I am also 
president of Dixie Carriers, a barge line operating as a common car- 
rier on the Gulf Intracoastal Canal. 

I would first like to say a word about our industry just to place 
it in the overall transportation picture. We are concerned primarily 
with operations on the Mississippi River and its tributaries, the Ohio, 
the Tlinois, the Missouri and with operations on the Gulf Intra- 
coastal Canal. You can see from the map that this covers the 20 
States of the mid-American region, from the Canadian border an«d 
the Great Lakes to the gulf. There are some 6,000 miles of navigable 
waterways connecting the 20 States. 

Traffic on these waterways totaled 68 billion ton-miles in 1957, the 
last year for which complete figures are available. By way of com- 
parison Great Lakes shipping traffic totaled for that year about 110 
billion ton-miles. This 1s mentioned as a guide to the magnitude of 
the function we perform. 

We are the low-cost transportation mode in the mid-America region 
our revenues averaging around 4 mills per ton-mile. By comparison, 
the latest annual report of the ICC shows the railroad revenue as 
averaging 1.45 cents per ton-mile for the year 1957. 

Since World War I and more particularly during and since World 
War II there has been a steadily growing demand for barge service 
as the inherent low-cost advantages of water transportation has been 
more fully understood. Industry has invested billions in expanding 
its facilities along navigable waterways. For example, since 1950 
alone, new investment in plant capacity totaling some 14 billions has 
taken place on the Ohio. In very recent years, some 3 billions in new 
investment has been made just in the Baton Rouge-New Orleans area. 

Having identified the function performed by the barge carriers I 
would like to correct what we consider a most serious misunderstand- 
ing of the role of the certificated carrier. Commissioner Howard 
Freas last October in a formal speech said: “It should be noted that 
approximately 90 percent of the traffic moving over the inland water- 
ways isexempt from ICC jurisdiction, and revenue data covering such 
traffic are not available.” Commissioner Walrath made similar com- 
ments to you at your hearing on May 21 of this year. The whole atti- 
tude of the Commission toward the water carrier industry seems to 
be colored by this figure. As far as the Mississippi, its tributaries 
and the Gulf Canal are concerned, we believe this statement to be very 
far from correct. 

The IWCCA has recently completed a study which indicates that 39 
percent of the traffic on the Mississippi, its tributaries and the Gulf 
Intracoastal Canal is handled by certificated carriers subject to the 
Interstate Commerce Act. 
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The attached exhibit will show how we have arrived at that figure, 
but briefly it came from a study of all the individual annual reports of 
the certificated carriers filed with the ICC. This information was 
related to a special compilation of ton-miles of service on the rivers 
arrived at after consultation with the Corps of Engineers statistical 
specialists. For purposes of this study we eliminated ton-miles per. 
formed by off-shore steamship carriers between Baton Rouge and 
the gulf, on the Houston ship channel and other river stretches hand. 
ling ocean shipping. The 68 billion ton-miles referred to above ig 
the total barge traffic. 

Thirty-nine percent of this traffic is handled by the certificated 
carriers which are under ICC jurisdiction. Of the 68 billion ton- 
miles, 27 percent is actually regulated traflic according to the reports 
of the certificated carriers. T'welve percent is unregulated traffic 
handled by certificated carriers. The unregulated traffic of course 
includes all the liquid traffic, which is not competitive with the rail. 
roads at all. It also includes bulk traffic handled under the 303-B 
dry bulk exemption. This breakdown, however, understates the 
traffic that is subject to regulation. For instance, there are huge 
tonnages moving on the Illinois River, subject to regulation by the 
State of Illinois, which, because they are intrastate movements, are not 
reflected in the annual reports of the carriers to the ICC as ICC. 
regulated traffic. 

This information I believe for the first time properly identifies 
the role of regulation in water transportation on the rivers and canals 
of mid-America. To the extent that you give weight to the railroad 
plea that they are subject to special hardships because their com- 
petition is unregulated, we think this information is critically im- 
portant. To the extent that the railroads’ desire to enter the river 
business is a desire to escape from regulation, this information is 
also of great importance. 

We are grateful for this opportunity to present to you our views 
on whether one mode of transportation should be allowed to operate 
in other transportation fields. We are in general support of S. 482, 
both as to the provisions that would expressly forbid common owner: 
ship and as to the labor provisions. We are opposed to the bills which 
would permit extensive common ownership: S. 1353, S. 1354, and 
S. 1355. 

I do not pretend to be a Jabor expert, but the language in S, 452, 
aimed at outlawing the secondary boycott in the transportation indus- 
try, has the hearty endorsement of the regulated water carriers. 

We have all read with alarm of the possibility of a nationwide 
organization of all transportation workers under a single leader. 
We have noted the press reports of threats of a nationwide strike 
encompassing all modes of transportation which would paralyze the 
Nation. Such a concentration of power is unhealthy on the face of it. 


This portion of the proposal would be consistent with legislative 
history in that numerous laws have been passed to eliminate immense 
concentrations of power in the hands of a few men. That nationwide 
strikes should be contemplated in an industry where the public m- 
terest demands the most responsible kind of action on the part of 
management and labor, is a matter of concern for every citizen as 
well as their legislative resperesentatives. Such coordination would ° 
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of course greatly increase the danger of a weapon such as the second- 
ary boycott. _ : ; 

1 think that if you could obtain frank expressions from the leaders 
of many of the present independent unions, you would find that they 
are not enthusiastic about being engulfed in such a massive organiza- 
tion, where decisions might be made for them. 

With regard now to allowing one mode of transportation to enter 
another: Both the law and the custom under which this has been 
discouraged or forbidden have reasonably long histories. I will not 
take the time of the committee to recite these histories except to 
say that our present policy was the direct result of a desire on the 
part of Congress to guard against the destruction of competition by 
the railroads. 

In the deliberations which led to the passage of one of the basic 
pieces of legislation in this field, the Panama Canal Act of 1912, 
water-rail competition and cooperation were uppermost in the mind 
of the Congress. It was believed at that time to be in the public 
interest to encourage water carrier competition with the railroads 
in order to end railroad monopoly. It was recognized that allowing 
the railroads to own water carriers might well contribute to stifling 
water competition. The wisdom of the restriction is demonstrated 
by the slow but steady growth of the water carrier industry. 

Thus the Panama Canal Act now permits common ownership that 
“will not exclude, prevent, or reduce competition on the route by 
water under consideration * * *.” The ICC has up to now felt that 
common ownership of barge and rail services would in fact “exclude, 
prevent, or reduce competition * * *,.” 

In studying any change of this long-settled policy, therefore, the 
effect of such a change on the all-important issue of competition is 
the No. 1 public interest consideration. Competition is the motivating 
force which assures ever-improving and ever more efficient service. 

It has long been recognized that competitors in a field such as 
transportation cannot be completely free. If reasonable and non- 
discriminatory rates to all shippers are to be maintained, and destruc- 
tive and predatory activities on the part of individual companies 
prevented, Government regulation is required. There are, therefore, 
checks and balances, and regularly established procedures to adjudi- 
cate differences among shippers and carriers and between carriers. 
A whole framework of rules and precedents govern the corporate lives 
of those engaged in the common carrier business. 

One of the checks and balances which historically has been found 
necessary is the restriction against one mode entering another. The 
question before this committee, therefore, is whether this restriction 
is still necessary to accomplish the purpose of fostering healthy 
competition. 

The only mode of transportation supporting the idea of common 
ownership is the railroad. And, therefore, the question really boils 
down to the simple one of whether the entrance of the railroads into 
other modes of transportation will endanger the present competitive 
system. 

While it is perfectly true that the bills allowing common ownership 
would make this new policy a two-way street—trucklines, bargelines 
and airlines would be allowed to own railroads—the practical effect 
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would of course not be that. As far as the bargelines are concerned, 
the purchase of a railroad is, to put it mildly, beyond our means, 
There is nothing that illustrates the practical difficulty of common 
ownership more clearly than the disparity in size between the barge. 
lines and the rail lines. : 

My own company last year had gross revenues of about $3,500,000, 
The largest bargeline of all has a gross revenue of about $20 million 
ayear. Altogether the IWCCA members last year grossed about $77 
million. The railroads most competitive with the rivers—the Mis. 
souri Pacific, the Southern Railway, the Illinois Central, the Gulf, 
Mobile & Ohio, and the Louisville & Nashville—in 1957 had operating 
revenues of over $1,165 million. 

In practical terms, these and other railroads operating in the same 
areas would be the railroads which would be most likely to get into 
the river business. The largest of them would be over 80 times the 
size of my company and 15 times the size of the largest bargeline, 
I could easily imagine the elimination of the water competition of 
Dixie Carriers, which has no off-water traffic to subsidize its water 
routes. Such a policy would be more likely to eliminate than stimu- 
late competition. 

I stress the question of size because I think that this is the very 
first hurdle for the common ownership proposal to get over. But 
itself, this evidences the danger to competition of allowing railroads 
to enter the barge industry. 

It has been suggested that the shipper would be better served by 
a large integrated company offering water, rail, truck, and air service, 
Certainly there is a need in this country for better coordination of 
service between the modes, but it does not follow at all that this would 
result from common ownership. Indeed the effect may well be the 
exact opposite. The shipper who now can freely choose the mode 
that best suits his purpose may well find his choice drastically re- 
stricted. The threat of withdrawal of business, which is the ultimate 
weapon of any shipper, loses most of its sting when the choice is 
between divisions of companies with the same rates. 

On the other hand, the position of the independent who can offer 
only one mode of service becomes untenable. 1 have noted that, asa 
practical matter, common ownership would be a one-way street re- 
sulting in a series of vast agglomerations of railroad dominated trans- 
portation companies. One fully integrated company would force all 
others into the same mold. 

Would such aggregates of economic strength permit the shipper, 
small or large, the right to demand the low-cost advantage of 4 
particular type of transportation? It would seem to me likely that 
shippers would lose the leverage they now have to use competition to 
their own advantage. 

I will not. repeat the lengthy testimony of C. E. Childe, the expert 
on railroad rates and charges, who appeared before this committee 
last spring on behalf of the IWCCA. This committee is well aware 
of the wide difference in rates that the railroads are now permitted 
to charge in different parts of the country for the same or similar 
services. 

Thus a farmer, buying molasses for feed in Dubuque, Towa, who 
happens to be near the Mississippi River pays 10 mills per ton-mile 
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for the 980-mile haul of his molasses from New Orleans. A farmer 
living in Liberal, Kans., 979 miles from New Orleans and not on a 
river must pay 18 mills a ton-mile—nearly double for 1 mile less 
service. 

Dozens of cases could be recited where the railroads have used the 
technique of making the inland shipper subsidize “fighting rates” de- 
signed to eliminate water competition. The common term for this 
practice is selective rate cutting, and commodity by commodity, the 
railroads are using it to chip away at the traffic that is adaptable to 
river transportation. 

We are sometimes asked by business friends outside the transporta- 
tion industry what difference there is between this practice and the 
practice of geographic price discrimination in other industries where, 
by eliminating competition, it volates the antitrust statutes. Frankly, 
there does seem to be an interesting parallel. When a large national 
company selectively reduces its prices in certain localities in order to 
destroy local competition, financing such reductions by the leverage 
of higher levels of prices in noncompetitive areas, the antitrust 
statutes have been used time and again to preserve the local com- 
petition. : ’ 

We are having increasing difficulty combating the selective price- 
cutting campaign of the railroads at the present time. We can 
imagine a sort of fourth dimension in future rate disputes if the rail- 
roads are to be allowed to own bargelines. Not only would they retain 
their present flexibility to draw on noncompetitive rail traffic to re- 
duce rates below the cost of providing rail service, but they could also 
use the same backlog of noncompetitive traffic to finance below-cost 
barge rates. Under such conditions, independent bargelines would be 
weakened and left without defense. 

Would the railroads necessarily take the predatory road? It seems 
to me to be obvious that if the barge part of an integrated company 
began to succeed it would seriously cut into the railroad part of the 
business. In so doing, it would threaten investments a hundred times 
more valuable to the railroad than the water carrier investments. 
The natural reaction of the management of any such company would 
be to find ways and means of protecting its major investment by dis- 
couraging its water business. Why sell service at 4 mills a ton-mile 
when it can carry the same business at 14 mills a ton-mile? 

In discouraging its own water operations it would have to be sure 
that it discouraged all water operations. It would have many ways 
of accomplishing this. 

A simple way might be to inflate the costs of the water industry by 
setting a pattern of labor agreements above and out of line with the 
rest of the industry. At little cost to itself, such an integrated com- 
pany could wreak havoc throughout the relatively small water carrier 
industry in this way. 

Another simple way would be to blur the inherent cost advantages 
of the various modes. Given a strong motive to favor the major in- 
vestment, how simple it would be to manipulate the overhead of an in- 
tegrated company to distort the costs of any one division. 

I have mentioned in passing that the public is entitled to better 
coordination of service. I would like to suggest that this can, and 
I some cases is, being accomplished without the radical departure 
from national policy here contemplated. 
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As previously mentioned, there is legislation designed in part to 
encourage coordination of service between rail and water carriers. It 
is an unfortunate fact that such coordination has not generally re- 
sulted. The inland shipper is prevented from sharing in the oppor. 
tunities for expanded markets that could be his but for artificially 
high rail charges for cargo destined inland but moved part way by 
barge. This is due to the railroad’s almost fanatical attempts to dis- 
courage barge transportation. It is ironic that they would now like 
to get into the business. 

The bargelines have been active for the past 20 years before the 
ICC, in the courts and before Congress in trying to force the rail- 
roads to handle traflic delivered by barge to river ports without dis. 
crimination. 

Several times the issue has gone to the Supreme Court and has been 
decided in favor of the bargelines. The national transportation policy 
of 1940 specifically advocates such coordination of service. In at least 
five places in the Interstate Commerce Act, Congress specifically re- 
quires joint services. 

But still the railroads hold to the same policy as if there were a 
firm written agreement among them that inland shippers must be 
discouraged from using a part-way-by-rail and part-way-by-barge 
operation. 

Within the past 2 months the ICC has decided a case in favor of 
bargelines requiring that the railroads cease discriminating against 
grain brought to Tennessee, Ohio River, and lower Mississippi River 
ports by barge. As the Justice Department had said during this 
case, artificially high charges from river ports to inland areas on 
the part of the railroads simply canceled out the inherent low-cost ad- 
vantage of river transportation and denied to the inland areas com- 
petitive advantages to which they were naturally entitled. 

My own company has been active on this whole problem. In 1949 
Dixie Carriers sought to coordinate barge and rail transportation 
on sulfur from Galveston, on the Intracoastal Canal, to Danville in 
central Illinois, via St. Louis on the Mississippi. 

The railroads operating between St. Louis and Danville prevented 
such coordination by demanding a much higher division from a barge- 
rail rate than they accepted for the same service as their part of the 
all-rail haul. The Commission upheld the discrimination but was 
reversed by the Supreme Court. But by 1956 when the decision was 
handed down 7 years after Dixie Carriers started the case, the in- 
terested shipper in Danville had lost interest and closed his plant. 
Victory was expensive, and of no help. 

On this question so vital to the welfare of the inland shipper, the 
railroads have simply refused to heed the desire of the Congress 
and the courts. Should they then be rewarded for this obstruction- 
ism by the grant of rights to operate water carriers when the public 
can get the same advantages from a simple coordination of service! 

I think it is important for us to remember that the bargelines 
are in existence today because the people of the river valleys set out 
to create competition for the railroad monopoly, because around the 
turn of the century, the railroads destroyed water competition on 
the rivers and the public found the resulting railroad monopoly 
intolerable. 
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IT am aware that the railroads have an answer for this. They count 
up all the different modes now operating and list all the different 
companies and tell you that the day of railroad monopoly is long 
gone. ’ : : ’ 

Don’t be deceived on this point. It is certainly theoretically pos- 
sible to use a truckline to transport coal from the West Virginia 
mines to the powerplants at Cincinnati. Theoretically, you could fly 
it by airplane. But as a practical matter, the barge service is the 
only workable competition to the railroads. Eliminate the barges 
and a railroad monopoly would result. 

The farmers in the Midwest could, theoretically, hire trucks to 
bring superphosphates from Florida to fertilize their crops, but, as 
a practical matter, the bargelines are the only economic competition. 

Risking the elimination of barge transportion is risking a return 
to monopoly for the rails in the movement of these heavy-loading 
bulk commodities over long distances. 

And where is the compulsion to run these risks? Last spring we 
appeared before you at a time when you were considering what should 
be done to help the railroads over what was described as a very critical 
time. Common ownership was one of the suggestions deferred at that 
time for later consideration. 

Many important concessions were given the railroads in the Trans- 
portation Act of 1958. ‘Today there is general railroad recovery. 
Indeed, among the railroads competitive with the western rivers 
there has never been a claim of critical financial troubles. These 
railroads are vigorous and soundly financed. 

Studies have been made which show that the industries along the 
rivers ship heavily by rail. However, many of these industries were 
first attracted to the area by low-cost water transportation. Typi- 
cally they may take their raw materials from the barges, but they will 
ship their more highly rated finished products by rail. 

To conclude, there is absolutely no widespread demand on the part 
of farmers, manufacturers, miners, shippers, consumers, or anyone else, 
for common ownership. It is the railroads, and the railroads alone, 
who want this. 

The railroads can show no desperate need for relief from a wise 
restriction specifically aimed at creating and preserving water com- 
petition versus the railroads. They are then reduced to the argument 
that railroads should be allowed to diversify like any other business. 

Maybe this is the answer. True diversification would not be ac- 
complished by getting into another mode of the same industry. The 
far western lines have made great strides in real diversification. They 
are in many businesses besides transportation. The result is that they 
are a prosperous group of roads. But diversification into the barge 
business where traffic is carried at 4 mills per ton-mile is obviously 
not going to help a railroad’s financial condition unless rates can be 
substantially increased. This can only happen after the present com- 
petition is eliminated. 

We are inclined to believe that much of the railroad financial prob- 
lem lies with their fallacious out-of-pocket cost theory of ratemaking. 
It is easy for a transportation man to see how you go broke by pricing 
your services so low that full overhead is not covered. It’s quite 
simple, really. The shipper who is paying the higher rate gets tired 
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of subsidizing the low rates and withdraws his traffic. Then, yoy 
lose money fast. We have seen no inclination in recent years on the 
part of either the railroads, or the Interstate Commerce Commission, 
to make rail rates on the basis of fully distributed cost. Using such 
basically fallacious pricing, it is indeed a miracle that the railroads 
are not already bankrupt. We certainly do not want these railroad 
managerial ideas injected into our reasonably healthy industry, 
(Data follows :) 


ExHIsit A 


Proportion of traffic on the Mississippi River and tributaries and the gulf 
intracoastal canal handled by certificated carriers, year 1957 
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| 
| Unregulated Regulated Total 
Scethaatbaees etc lapeceiomigdiniosssbitial Sosgeasic eke a ae 

1. Freight revenues of certificated carriers...--....----- $32, 883, 293 $79, 244, 228 $112, 127, 59) 
2. Estimated revenue per cargo ton-mile (milis)...-.---- 4.02 690 be ee 
3. Certificated carriers estimated ton-miles_---.---~---- 8, 179, 923, 000 | 18, 471,848,000 | 26, 651, 771, 09 
4. Total Mississippi system and gulf intracoastal ton- 

ee oe es oe 68, 126, 390, 000 
5. Percent of total handled by certificated carriers... .. - 12.01 27. 11 30.2 











Sources: (1) Annual reports of 34 certificated carriers to ICC; (2) U.S. Engineers, Waterborne Commerce 
of the United States, pt. 5, National Summaries, year 1957, pt. 2, Gulf Coast, Mississippi River system, 
1957; (3) individual reports of carriers to I.W.C.C.A. 


Detailed erplanation of computations from U.S. Engineers reports 


. : Cargo ton-miles 
Mississippi River system, including Ohio River and tributaries 


(inland-internal-local-intraport, p. 205, pt. 2)---------_---_- 54, 768, 579, 000 
Port of Chicago, Ill. (inland-internal-local-intraport, table 7, 

a cath daa tal esse nap nh lh a en cn saa ban gs mesh emi se ei caaigariins 601, 869, 00 
Tampa Harbor (35.6 mi. average haul x 1,794,113 tons of in- 

ternal and local shipment) ...............- ~~... 22 5 ne 63, 870, 000 
Gulf coast waterway, including Black Warrior 

aici eacicecameneiehensseimaeeetndmentnmsin token 15, 920, 499, 000 
Less foreign and coastwise ton-miles as 

I TEN soins cha tenebatabieiss uneatinds esate tnanasich acini 8, 228, 427, 000 
(St. Marks River to Mexican Border, table 6, pt. 5) _---_---_--- 12, 692, 072, 000 


Grand total cargo ton-miles Mississippi River system and 
Ea UML ONIN oda lk resin went tn tnereden obicetont ante 68, 126, 390, 00 


To eliminate deep sea vessel ton-miles 











| 
Average Coastwise Cargo 
Waterway miles and foreign ton-miles 
tons 

elie dda nciimsaidinndin deen ad weauins 6.8 1, 105 8, 000) 
oc lakccetengécaucvnasedssiu@heseneacsoks 12.9 1, 523, 341 19, 651, 00 
I ok eds cee Lede ceanocmnnedae 2.7 | 387, 943 1, 047, 00 
eR RNR ME ua Re 2 A Ted 275, 780 2, 123, 00 
EN ee bd idndiseadek ata babines ha nehen Ce habia 31.9 | 11,535, 728 367, 990, 000 
ES SS ae ee atin, diet cumereiicieaiie nacel 16.8 | 30, 008 | 504, 000 
Gulfport Harbor.__....------ ee akiht a basetaieeoeeee abbas 19.6 287, 407 5, 633, 0) 
Atchafalaya River (Morgan City to gulf)...........-....----- 32. 1 4, 289 138, 000 
nk. Se one den ben eke ncaeducnacsscealuaseeawe ri 1,967 |... ..cuaeee 
a ala ta i eats ald ube Chiaitencaeie 20.3 8, 857, 164 179, 800, 00 
i IT at. cnnnhanwt anchor edteseorr-sesebe« 22.9 40, 321, 329 923, 358, 000 
EE , . S06.05 s0ccdokscadadesedeten ak seeks . 35.7 35, 959, 951 | 1, 283, 770,000 
Texas City Channel-_...............-..- bidiabten itl Daihen 7.9 9, 106, 608 71, 942, 000 
el et cghknnackbundseoceccks 3.2 | 4,907, 180 15, 703, 00 
eee ais cae likleke i 3.6 3, 156, 219 11, 362, 000 
Port Aransss-Corpus. Christi.........................-. vaddaak 16.9 | 19, 686, 530 332, 702,000 | 
Brazos Island Harbor.............-----.- Miessescatesacee 11. 1, 094, 515 12, 696,000 

ND COIG yo on ncanccncenecedeacdaauncceccenss |--eeeeeeeeeeee|eneeeceeeeeees 3, 228, 427,000 | 
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Senator Scnorrren (presiding). Mr. Peterkin, your entire state- 
ment and that means your exhibits, will be included of course in the 
yecord here. 

Mr. Peterkin. Thank you, sir. , 

Senator Scnorpret. We thank you for your statement, sir, _ 

Mr. Barron. Senator Schoeppel, just one question. You say it is 
the railroads and railroads alone that want common ownership. We 
have many letters from shippers in our files in favor of the com- 
mon ownership. 

Mr. Pererkin. We felt that generally it was the railroads that 
wanted it. We have a number of shippers whom we have discussed 
this matter with and we have found no general inclination on the part 
of shippers to want common ownership. 

Mr. Barron. Our experience has been the ones we have heard from 
mostly have favored it. I just thought we would have that for the 
record. ; ; ' . 

Mr. Pererkin. Possibly we are dealing with different branches of 
the same companies or something. 

Senator ScuoeprreL. Thank you very much, Mr. Peterkin. 

Now I understand there is another witness here that we can hear, 
Mr. George Buland, Southern Pacific Co., from San Francisco. 

I understand that you desire, if possible, to be heard this afternoon ? 

Mr. BuLanp. Senator, my presentation is related more or less to 
the groundwork for the other presentations in behalf of the transport 
diversification bills and while I intend to summarize my statement, 
it will take some little time because it has factual material in it and 
it is not inconvenient for me to go in the morning. 

Senator ScnorrreL. The difficulty I am presented with is this: 
Senator Smathers, who has been called out by reason of another en- 
gagement that he felt compelled to attend, indicated that probably 
these hearings would have to go over until next week. That being 
the case, I thought I should mention it to you. I will be very 
glad to stay here and hear your complete statement through and get 
it into the record. I wanted to mention that because I know some 
of the witnesses are here from some considerable distances. It is an 
unfortunate situation that has developed also with reference to our 
hearing schedules, too. 

Mr. Butanp. Of course it would serve my convenience to go on 
but in view of the fact that our testimony in behalf of these measures 
are more or less a unified matter and the other testimony fits into 
the testimony which I have to give, it would be much more consistent, 
a much better presentation, if they could follow along. 

Senator Scuorrrer. I agree with you and certainly we will accede 
to your requests and desires. It is an unfortunate situation and I 
thought I should mention to you if you did want to leave and we are 
compelled to leave, then since the hearings will be passed on possibly 
over into next week, I wanted you to have that picture and the other 
witnesses who are presently here. 

Mr. Butanp. Thank you. This isso important to us. 

Senator Scuorrren. We will hear you, probably the first. witness, 
when the hearings run. 

Mr. Butanp. Thank you. 
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Senator Scuozrrren. I was just informed here that there is a quo. | 
rum call prepatory to a vote on the Senate floor, so let the record | 
show that these hearings will be recessed, subject to the call of the 
chairman, and in all possibility that will be sometime next week anq 
I hope sufficient notice will be given to all of you. 

(Thereupon, at 5:20 p.m. the subcommittee was adjourned, sub. 
ject to the call of the chairman.) 

(The following statements were subsequently submitted for the 
record :) 


STATEMENT OF THE NATIONAL GRANGE BY CHARLES B. BOWLING, 
‘TRANSPORTATION CONSULTANT 


My name is Charles B. Bowling. I am transportation representative of the 
National Grange. 

I was for over 28 years identified in transportation work for the Federal Goy. 
ernment, being connected with its agricultural organizations, terminating my 
tenure of office as Chief of the Freight Rate Service Branch of the U.S. Depart. 
ment of Agriculture as of September 1, 1958. Prior positions for many year 
were held in the field of transportation, both agricultural and nonagriculturg] 
industries. 

Grange members are actively engaged or interested in farming pursuits and 
have a direct interest in S. 1353 and similar bills sponsored by the railroads now 
pending before this committee. 

We are not here in opposition to the railroads or any other mode of transport, 
We favor all modes of transportation with competition between them setting its 
function. Our participation in this hearing has been actuated by a desire to point 
up the farmers’ interest in these proposals. 

It is our hope that if legislation is enacted in connection with these pending 
bills, that effective safeguards be provided so that the farmer will continue to 
have reasonable competition for the haulage of his products. 

It is perhaps of considerable value, in many instances, to all concerned, inelué- 
ing farmers, for railroads to be authorized to operate other modes of transport— 
provided such ownership or operation of facilities does not violate the public 
interest. 

Just what the entire program of the railroads completely includes, with regard 
to their engaging in other modes of transport, is presently a matter of conjee- 
ture. Indeed, well directed appreciation exists as to what the final and 
cumulative effect would be should the Interstate Commerce Act be amended 
permitting railroads to become transportation companies privileged to engage 
in the operation of the several modes of transport. The fear that now exists 
stems from the possibility of unrestricted changes in railroad freight charges 
via highway, water, or air transport, with the consequent diminution or complete 
elimination of competition from the presently established carriers. Freight 
service and the amount of charges are of relative importance to farmers. 

The immediate competitive effect of a plan to permit railroads to engage in 
all types of transportation operation might involve either the haul of fam 
products and supplies by establishing lower rates or by a more frequent @ 
supplemental service. 

The foreseeable detrimental factor of such ownership by the railroads could be 
the driving off our highways of both common and independent trucks as a result 
of the application of materially lower rates, even if on a temporary basis. Ina 
relative degree the same effect might take place as regards other kinds of trans 
portation, such as barge and airlines. Later, following diminished or complete 
elimination of competition, the railroads could seek increased rates if and whe 
they enjoyed a monopoly operation, and if successful this could indeed hurt 
agriculture. 

Much has been said about the importance of railroads should war come. Some 
sources recommend a more extensive latitude of operation for them. No effort 
will be made here to refute such statements. However, the same yardstick should 
be applied to truck operations. If we should engage in war, the railroads 
couldn't possibly handle all the tonnage offered for movement. Therefore, 
thought should be given to the continuance of all segments of transport. 
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Proponents of S. 1353 and similar legislation might advance the argument that 
should the railroads ever reach the point of monopoly or near monopoly, with 
higher charges for their services established, it would be feasible for trucks and 
other modes of transport to immediately make their reappearance and become 
competitively active. Realistically this is somewhat questionable and an unwar- 
ranted assumption, especially when the subject is fully explored. To be taken 
into account for trucking companies are such important items as financing of 
equipment, renting of garages, local and State licenses, acquirement of various 

g of protective bonds, creation of hauling schedules, employment of personnel 
and many other necessary things would have to be accomplished before such an 
organization could reach the functional stage. Perhaps the most difficult and 
incalculable obstacle to overcome under such unhappy circumstances would be the 
obtaining of certificates of necessity and convenience from the regulatory agency. 

If a trucking company could be organized or reorganized and become com- 

tively active, the railroads could again employ the same aggressive tactics 
which might continue ad infinitum. Any legislative enactment along contem- 
plated lines should, we believe, provide for definite safeguards toward the con- 
tinuance for the future of present competitive services. 

It is our understanding that included in the railroad’s presently known legisla- 
tive program is the desire to obtain not only authority to operate motortrucks, 
put also to be exempt in their rail operations from economic regulations if 
presently effective agricultural exemptions are continued. Such privileges, if 
acquired, would provide the railroads with a perfect rate-reducing arrangement 
on agricultural products to substantially lessen or destroy competition, unless 
covering legislation includes the curbs referred to herein. 

The railroads seek, according to a statement released by them, “A fair and 
equal footing with other carriers.” In a recent release by the Association of 
American Railroads relating to this subject, it was claimed that “railroads, 
like any other applicant, still would have t» prove to regulatory authorities 
that each proposed entry into another field of transportation is necessary in the 
public interest.” Whenever the railroads expand their operations to include 
other modes of transport through purchase or acquisition, we are not sure that 
the pending bills can be interpreted to contain the desired protective provisions. 

Should, as an example, a railroad purchase an operating trucking company, 
they would then be equipped with a going organization simplifying the rail- 
road’s entry into a new field of operation without the need for applying for a 
certificate of necessity and convenience. 

Please note that the railroads say “equal footing,” thereby leaving the distinct 
impression they seek no undue advantages. If such is their only objective, then 
they should offer no objection to the inclusion of proper safeguards in any en- 
acted amendment to the Interstate Commerce Act. The Grange wishes to be 
certain that safeguards are provided for, if and when these bills are passed. 

A word or two more about the safeguarding of the public interest. If Con- 
gress decides to permit the passage of any such designed legislation to achieve 
the railroad’s objective, it should be emphasized and required that all new rates 
to cover freight movements by a new mode of transport should, in advance of 
the effective date, obtain the approval of the supervising regulatory agency or 
agencies with definite consideration given, as stated above, to the public interest. 

Under any set of changed conditions, railroads or any other forms of trans- 
port should not be permitted carte blanche rights to engage in operating any 
mode of transport without first obtaining a certificate of necessity and conven- 
ience, and then only for services in the territory they presently serve. 

Of paramount importance to the shippers of the country, including the agricul- 
tural industry, is the guarantee that competition will be preserved. Expressed 
differently—to preserve a balance so shippers may continue to exercise their op- 
tional choice as to which mode of transport they will select. Of major considera- 
tion, therefore, are the charges and services to be offered the shipper rather than 
the creation of a device to aid specifically one form of transportation to the detri- 
ment or complete annihilation of another. 

High transportation charges will never help the economy of this country or 
the carrier itself in the long run. The Grange wants efficient and reasonably 
priced transportation. It is recognized that the farmer stands to gain as do all 
shippers by active competition rather than the elimination of it. The public 
interest is best protected by the presence of energetic and bona fide competition. 

Many common motor carriers, on occasion, choose to haul exempt commodities 
at agreed rates. In numerous instances such an arrangement has been of benefit 
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to all parties to such transactions. Should these and independent Carriers 
become eliminated from the operational picture, resulting from new legislation ag 
here being considered, the farmers and others would either have to haul their owy 
products or submit to the effective rates published in railroad’s tariffs for the 
services performed by them or their subsidiary organizations to the extent serpy. 
ice is available. 

At the present time, the Interstate Commerce Commission is not required by 
law to examine all rates published in a new tariff, and such tariffs with its rates 
usually go into effect automatically on the scheduled date unless protest is made 
to the Commission. Upon protest, suspension of the offending tariff is ordered jg 
the Commission considers a good cause exists. 

Under any new amendments to the Interstate Commerce Act pertaining to 
the objective sought by the sponsors herein, there should be a provision to re. 
quire a complete examination by the Commission of all new tariffs placed op 
file with it in order to determine if its provisions violate any section of the 
Interstate Commerce Act. There should be considered, also, a requirement of 
railroads, when electing to operate modes of transport other than rail, to regpeet 
the minimum rates currently in effect by the Competing modes of transport, 
Expressed otherwise, the rail carriers’ truck rates should not be lower than 
those published in tariffs in effect by competing common motor carriers without 
submission of supporting facts and arguments to the Interstate Commerce Cop. 
mission at public hearing. 

Another condition, prior to approval, which the Commission should take into 
account, is to determine if the newly suggested rates are compensatory. We 
believe the burden of proof should always rest upon the carrier proposing the 
changes. 

At the last annual session of the National Grange, held during November 1958, 
the following item, among others, was adopted: 

“Proposed tariffs filed by carriers which are below existing rates, but which 
are compensatory, should be approved, even though such tariffs are below the 
costs of competing carriers of the same or other modes of transportation.” 

The regulatory bodies, in our opinion, should be the agencies to make final 
determination if such new rates are compensatory. 

Should sponsors and supporters of the pending legislation indicate that the 
protection of the public interest in a general sense has been provided for, then 
such proponents will not find it difficult to support the inclusion of specific 
items advocated by us rather than placing dependence upon a general reference. 

The National Grange, through its advocacy of equitable transportation legis 
lation and its desire to have maintained in full vigor competition between the 
different modes of transport, as provided by the declaration of the national 
transportation policy, suggests to the Congress to weigh all available evidene 
presented in connection with this legislation and the practical effect thereof 
upon shippers of the country, as far as possible, before new legislation is enacted. 
We reiterate our position with respect to the inclusion of indicated safeguards 

The farmer, although an important user of transportation services, is, in most 
instances, not identified as an intermediary, as are most shippers, between pro 
ducer and consumer. The purchaser of his products, however, takes into account 
the freight charge to market when he purchases directly or indirectly the 
farmer’s products. The farmer, therefore, has a direct and primary interest 
in the freight charges exacted as a toll against his products, because he bears 
such charges—hence our interest in 8. 1353 and similar legislation. 

To summarize: The Grange holds no brief for a specific mode of transport 
It is not trying here to make a case for or against any of them. To diret 
attention to the farmer’s interest in S. 1353, S. 1354, and S. 1355 is the only rea: 
son we are here. Should the railroads be permitted to own and operate other 
types of transport, then they should be required to (1) respect the minimum 
rates and charges currently in effect by competing modes of transport at the be 
ginning of their new competing service; (2) thereafter, when railroads take steps 
to increase or decrease their rate structures, it should be compulsory for fh 
Interstate Commerce Commission, or proper supervisory regulatory body, @ 
promptly act upon any change before the effective date. Those advocated safe 
guards, in our opinion, are consistent with statements made by the railroads 


eb ta OF en 


an 


in 
ci 
tré 
ra 
ra. 
th 
fic’ 
) 


rat 
( 
effi 
ah 
Un 
in 
I 
suc 
wor 
han 
ope 
you 
z 
shiy 
fore 
T 
port 
this 
ts 
bein: 
Rail, 
ton ¢ 
impr 





erg 
1 ag 
Wh 
the 
ar: 


| by 
ates 
ade 
d if 


z to 
») re- 
l on 
the 
it of 
pect 
port, 
than 
hout 
Om: 
into 
We 
y the 


1958, 


vhich 
v the 


final 


it the 
then 
ecific 
rence, 
legis- 
n the 
tional 
idence 
hereof 
acted. 
uards. 
1 most 
nN pro- 
ecount 
ly the 
nterest 
, bears 


nsport. 
direct 
ly rea- 
e other 
nimul 
the be 
re steps 
for the 
ody, 
ad safe 
ilroads 


COMMON OWNERSHIP BY REGULATED CARRIERS 63 


The Grange is opposed to any legislation that will result in it becoming the 
instrument by which railroads could divest themselves of any form of competi- 
tion by destructive cut-rate practices. We desire the preservation of competition, 


SraTEMENT OF E. ALAN MILLS, ASSISTANT MANAGER IN CHARGE OF TRAFFIC, 
CALIFORNIA GRAPE & TREE FRUIT LEAGUE, SAN FRANCISCO, CALIF. 


I, E. Alan Mills, submit this statement on behalf of the grower and shipper 
members of the California Grape & Tree Fruit League representing more than 
85 percent of the California fresh grape, deciduous tree fruits, and strawberries 
produced, shipped, and marketed in interstate commerce. Annual shipments in 
terms of rail carloads represented by the league average 45,000. 

Fresh grapes, deciduous tree fruits, and strawberries are shipped from Cali- 
fornia by rail, truck, and air. Postwar years have seen a substantial growth in 
the shipments moving via motortruck. Air transportation, new since the war, 
is making slow but steady progress in increasing its volume of perishable fruit 
traffic from California. 

California fresh fruit is marketed throughout the United States and Canada. 
The principal market area in the United States lies east of the Mississippi and 
north of the Ohio River. More than 75 percent of California grapes, deciduous 
tree fruits, and berries are marketed in this area. Twenty percent of the total 
California interstate shipments of these fruits are sold in the Greater New York 
City area alone. 

It is necessary to keep these facts in mind to fully appreciate the reasons 
why the members of this league are opposed to S. 1358, 8S. 1354, and S. 1355, and 
support 8. 452. The growth of truck transportation of fresh deciduous fruit has, 
in part, been competition for the railroads. We qualify the extent of competi- 
tion because trucks through their flexibility in handling loads of mixed varieties 
and in accomplishing multiple-stop unloads have developed many markets for 
California fresh deciduous fruit not heretofore considered as outlets. 

Today, trucks actively compete with rail carriers for the larger markets located 
in the South and in States west of the Mississippi. Because of inherent efficien- 
cies in rail transportation, trucks generally cannot compete for the long-haul 
traffie moving into the industrial Northeast. Nevertheless, trucks have put rail 
carriers “on their toes” so that today we have a dynamie and forward-looking 
railroad industry. Airlines, too, have attracted rail express traffic to the extent 
that the Railway Express Agency is either going to have to become more pro- 
ficient in its operation or go out of business. 

We need efficient transportation to give us the lowest possible transportation 
rates that in turn will result in the broadest possible distribution of our products. 

Good, healthy competition is by far the most effective means of attaining 
efficiency. We believe the provisions of S. 13538, 8. 1354, and S. 1355 would destroy 
a healthy new trend of improved efficiency in transportation in the United States. 
Under the provisions of these bills, any carrier would be legally free to engage 
in any and all types of transportation—trucks, air, rail, or water. 

Imagine yourself as the owner of a fleet of five or more trucks (there are 100,000 
such truck-fleet owners in the United States). What do you think your chances 
would be to buy a railroad or airline to be able to compete freely? On the other 
hand, say you were one of the 630 railroads in the United States. Your 
operating locale would be the major determining factor as to which trucklines 
you would buy or force out of business by duplicating the service. 

The trucking industry, because of the nature of its development and owner- 
ship, could not and should not be made completely vulnerable to the economie 
forces of the overwhelmingly superior financial structure of the railroads. 

There exists ample opportunity under existing law for one mode of trans- 
portation to compete with another. Insofar as railroads are concerned, much of 
this opportunity has not been exploited. 

Rail carriers have an inherent advantage in mechanical efficiency that is not 
being efficiently utilized today. This is particularly true of the diesel locomotive. 
Rails also have a labor advantage over trucks in man-hour requirements per 
ton of freight moved. The labor advantage of the rail carriers could be further 
improved by the adoption of realistic working rules in tune with the times. 
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Only recently rail carriers, through the chairman of the Association of Ameri. 
can Railroads, have proposed to further improve their efficiency by the eliming. 
tion of featherbedding with the aid of a Presidential Commission. The Inter. 
state Commerce Commission upon completion of a 3-year study of railroaq 
losses on passenger service also comments on efficiency-robbing featherbedding 
as follows: “The circumstances in this (investigation) emphatically point to the 
conclusion that a comprehensive review and revision of the working rules of 
railroad employees should be made.” 

We must have a strong and competitive transportation system. A system not 
dominated by any one management or labor group. We believe S. 452 was 
drafted to preserve the freedom from the threat of domination in transportation 
by any single mode of transportation or by any other single force. 

Competition has accelerated the modernization of rail transportation. Gone 
is the complacent era of the steam locomotive and exclusive rail surface trans. 


portation. 
Railroad managements through necessity have taken on a new forward-moving 


outlook. 

S. 1853, S. 1854, and S. 1355 would enable rails to severely weaken the 
financially inferior trucking industry and the greatest loser would be the ghip 
pers of the United States. Therefore, this league is opposed to these bills, 

We urge the committee to favorably report S. 452. 


STATEMENT OF Epwin E. MARSH, EXECUTIVE SECRETARY, NATIONAL Woot 
Growers ASSOCIATION, SALT LAKE City, UTAH 


Mr. Chairman and members of the committee, my name is Edwin E. Marsh, 
I am executive secretary of the National Wool Growers Association with head- 
quarters in Salt Lake City, Utah. We are the oldest national livestock organi- 
zation in the United States and for 93 years our association has been the recog. 
nized spokesman for the farmers and ranchers of the Nation who grow woul 
and lambs. 

Members of our organization feel very strongly that an adequate and efficient 
transportation system is vital to our country. We also feel that there area 
number of places where the shipping public would benefit from transport diver. 
sification. In the case of our sheep industry, there are instances where a con: 
bined truck and rail movement is most advantageous. 

For example, in the State of Utah at the present time livestock is trucked fron 
Heber City in the Wasatch Mountains to Salt Lake City where it is transferrei 
to the railroad for further movement. This is but one of many possibilities 
throughout the country for an advantageous combined truck and rail service 
Under transport diversification the railroads could handle the entire movement 
and through such one-package service render a more efficient operation. This 
could eliminate some unnecessary duplication of service and result in faster, 
improved handling. 

As far as our industry is concerned, we feel that the Interstate Commerce 
Act and the Civil Aeronautics Act should be amended to remove present restric 
tions which prevent one form of transportation from engaging in another merely 
because it is a different form of transportation. 

When Senator Butler introduced the three bills under consideration here 
today, he stated that, even with the removal of special restrictions, the railroads 
like any other applicant, would still have to prove to the satisfaction of the 
regulatory authorities that their entry into another transportation field i 
required by public convenience and necessity or is consistent with the public 
interest. The American Association of Railroads in its publication, “One Pack 
age Transportation,” also made it clear that in the proposed legislation the 
railroads, like everyone else, in order to obtain permission from regulatory al- 
thorities to operate truck, barge, or air service, would have to show that th 
service they propose meets all requirements now imposed in the public interes. 

We also feel it is extremely important that any such applications for transport 
diversification be granted by regulatory authorities only if proven to be in the 
public interest. It is our opinion that while the bills under consideration her 
today do permit transport diversification, they still require that any such diver 
sification must be proven to be in the public interest. 

We therefore endorse S. 1353, S. 1354, and S. 1355 and urge favorable acti# 


on them by this committee. 
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THe RarLroaps’ COLOSSAL BLUNDER—CAUSE OF THE CURRENT FREIGHT CAR 
SHORTAGE, JUNE 1959 


(By Michael Fox, vice chairman, Railway Labor Executives’ Association, and 
5 president, Railway Employes’ Department, AFL-CIO) 


The railroads of the United States are now facing one of the most critical 
freight car shortages in history. Not even the railroads themselves dispute 
this fact, and their customers—manufacturers and other shippers throughout 
the Nation—are already caught in the squeeze, are complaining loudly, and 
are being forced to turn to other more costly forms of transport to get their 
goods to market.’ , 

Were the loss of this potential business to the railroads the only consideration, 
there are those who would dismiss the problem as a matter of simple retribution 
for the unwise policies of railroad management which are clearly the direct 
cause of the present situation. Unfortunately, however, as railroad labor has 
been warning throughout the months that the present deficiency was develop- 
ing, the current freight car shortage has reached proportions where it can only 
be described as a national crisis. Already the shortage of cars has caused cut- 
packs in production and layoffs of employees, and threatens to seriously impede 
the economic development of the Nation as a whole. Raw materials and manu- 
factured products hauled, because freight cars are not available, by costlier 
forms of transportation can only mean higher prices to consumers; thus, the 
shortage is contributing directly to further inflation. An even more funda- 
mental concern to the Nation in the present situation is the realization that 
the present freight car fleet would be woefully inadequate to meet national 
emergency or defense needs. Clearly much more is involved here than mere 
loss of income to the railroads because their lack of cars is depriving them of 
profits on traffic they otherwise could capture. 

Railroad freight traffic has held at fairly high levels since the end of World 
War II. American railroads have hauled more than 600 billion revenue ton- 
miles of freight in 9 of the 14 years since 1944 and even in the recession year 
of 1958 they handled over 551 billion revenue ton-miles. Despite high operating 
levels throughout this period, however, the freight car situation has deteriorated 
steadily, both with respect to the total number of freight cars owned and the 
number of such cars classified as in need of repairs, or in bad order. On January 
1, 1945, class I railroads in the United States owned 1,764,109 freight cars of 
which 50,885, or 2.9 percent, were in bad order. On the first day of 1959, how- 
ever, those same railroads owned 1,725,723 freight cars, and 148,015 of that 
total, or a postwar high of 8.6 percent, were reported awaiting repairs. 

The seriousness of the freight-car shortage is indicated by the fact that even 
during last year’s recession, when traffic levels were much lower than today, 
car shortages developed in the heavy loading periods, reaching a peak shortage 
of 7,495 cars per day in the week ended October 18, 1958. Carloading figures 
reported thus far in 1959 indicate that traffic is running well ahead of 1958 
levels, and therefore because of the shortsighted policies which have been, and 
are being, followed by railroad management the shortages are threatening to 
reach one of the worst levels in many years. 

After handling one of the highest postwar levels of freight traffic during 
1956, the railroads on January 1, 1957, reported an “about normal” bad order 
situation with approximately 4 percent of their freight cars awaiting repairs. 
Beginning in February 1957, however, the railroads began laying off employees 
in their maintenance of equipment departments and the total of such workers 
dropped from 257,358 in January 1957 to a low of 189,550 in June of 1958. The 
percentage of freight cars in bad order rose steadily as a result, reaching a 
shocking high of 9.2 percent in March of this year, when 197,731 workers were 
employed in the maintenance of equipment classification. Tables I and IL 
appended to this statement show the direct relationship between the rise in 
bad order freight cars and the severe cutback in railroad equipment maintenance 
workers throughout this period. Incidentally, in 1945, when the railroads en- 
tered the year with only 2.9 percent of their freight cars in bad order, the 
average number of maintenance of equipment employees was 387,374. The num- 
ber remained well above 300,000 through 1953, dropped to 275,150 in 1954 and 





*See detailed article in the Wall Street Journal of Mar. 16, 1959, which quotes 
shippers in many different industries. 
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has declined steadily since that time to an average of only 196,594 in 195 
The decline since 1953 occurred despite the fact that in 3 of these 5 years the 
railroads handled more revenue ton-miles than in all but 4 years of the entire 
postwar period. 

Clearly, the management of the railroads in recent years has committed gq 
colossal blunder in failing to utilize the available skilled manpower and facilities 
to keep their equipment in serviceable condition. Repairing of equipment coulq 
have been done best in periods of low traffic when some of the equipment wag 
idle and not needed for handling revenue freight. Instead, shop craft forces 
were reduced drastically, causing considerable unemployment hardship to these 
employees and their families as well as creating the present disastrous short. 
ages which find the railroads unable to recapture business as it becomes avail. 
able. Actually, the reduction in shop forces was such as to indicate a far worge 
condition of undermaintenance than is indicated by the bad order ratios, Ag 
traffic increases, this will become evident in steadily rising accident rates 
and consequent increases in the car shortages. 

What makes the shortsighted policies of railroad management even more 
difficult to understand is that, throughout this period, the railroads have been 
paying large sums of money in taxes for unemployment insurance which could 
have been avoided if they had stabilized their work forces and performed the 
necessary work on their equipment. Table III shows the number of. skilled 
shop employees who received unemployment insurance benetits in each of the 
postwar years. In the fiscal year 1057-58, for example, 42,000 shop craft 
workers were paid a total of over $24 million in unemployment insurance, In the 
13 years since the end of the war, railroad unemployment insurance payments 
to these maintenance-of-equipment workers totaled $99.6 million. How mnue 
wiser an expenditure this money would have been had the railroads applied 
it toward keeping these workers on their jobs of repairing equipment so that 
the railroads would now have sufficient rolling stock available to meet shippers’ 
orders as business expands. 

Entirely apart from the lost maintenance work of these unemployed workers, 
the heavy layoffs among shop craft employees have inevitably also meant the 
loss of many skilled workers to the railroad industry. Lack of steady work 
and underemployment led many of these shop craft workers to find jobs in 
other industries where their specialized skills are better appreciated and are 
in steady demand. This situation is made all the more serious a threat to 
the railroad industry because in recent years the carriers have been training 
fewer and fewer apprentices. The number of apprentices on class I railroads 
reached a postwar low of 5,231 in 1958, a reduction of more than half of the 
11,449 employed in 1947. The loss of shop craft workers to other industries and 
the failure to provide necessary training of replacements will soon leave the 
railroads short of the skilled force which is essential to maintain their equip 
ment properly. This almost inevitably foreshadows a serious increase in the 
railroad accident rate, and drastically limits the potential of the railroads 
to meet future traflic requirements, particularly if there should be a national 
emergency. 

The failure of the railroads to maintain the equipment they have is all the 
more inexcusable because the carriers are not adding new freight cars at a rate 
which is suflicient to replace those which are permanently retired. In 8 of the 
14 years between 1945 and 1958 inclusive, the railroads have permanently with 
drawn from service more cars than the new freight cars they have installed. 
Over this same postwar period the carriers have permanently retired a total 
of 846,586 freight cars, but they installed a total of only 709,227 new ones. 

The proposal which has been made by some railroads to increase the per 
diem or daily rental charge on freight cars is only a palliative which would do 
nothing to cure the present ill. What is needed to meet the present critical 
situation is a bold new program to increase the freight-car fleet and maintain it 
in a serviceable condition. Such a program would e¢all for an immediate build 
ing up of shop forces in order to reduce the present serious bad order situation 
as promptly as possible. Although there has been some increase in mainte 
nance of equipment employment in the early months of this year, table I shows 
that it has not been sufficient to alter significantly the inexcusably high per 
centage of cars in bad order. 

In addition to building up their shop forces, the railroads should utiliz 
their shop facilities to integrate car building with the maintenance and repair 
of equipment. To accomplish this, they should stabilize employment by budget 
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ing their shop work on an annual, rather than a monthly, basis. With a little 
planning of this kind, the freight-car shortage could be met at a minimum cost 
to the carriers and could result in the railroads’ recapturing much traffic now 
peing lost because of their present lack of sufficient serviceable equipment. 


mapteE I.—Number of freight cars owned and percent in bad order, class I 
railways in the United States, 1957-59, by months 
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Source: Association of American Railroads, Car Service Division, statement CS-60A. 


TABLE II.—Average number of employees in maintenance of equipment 
department, class I railways in the United States, 1957-58, by months 











Month | 1957 | 1958 | 1959 Month 1957 1958 | 1959 
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1 Preliminary figure. 





Source: Interstate Commerce Commission Statement No. M-300. 
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TABLE III.—Skilled shop employees receiving unemployment insurance benefits, 
1945-58 
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1949-50........- 55, 660 220. 00 12" 245, 200. 00 ] 1957-58.....___.| 42,000 583.00 | 24, 486, 000,09 
PPE ssonanat= , 260 | 120.00 1, 111, 200. 00 aan —— cael 
1951-52......... os 620 | 100. . 2, 362,000.00 || Total 1945-58.|-......---|----------| 99, 671, 158.3 
1952-53....-.-.-] 27, 800 ih 183. 0 | 5, 087, 400. 00 || 

! 
slides a ediiaseaienmdiaias waren eacrcaiegaedeen 


Source: Annual Reports of the Railroad Retirement Board. 


STATEMENT OF GILBERT R. JOHNSON, COUNSEL, LAKE CARRIERS’ ASSOCIATION, 
CLEVELAND, OHIO 


Lake Carriers’ Association is an organization comprised of 32 companies own. 
ing or operating in all about 323 bulk cargo vessels enrolled and licensed under 
the laws of the United States for trade on the Great Lakes. Great Lakes cop. 
merce is predominantly the transportation of commodities in bulk, such as iron 
ore, coal, limestone, grain, sand, gravel, cement, and petroleum products. Such 
transportation constitutes in excess of 95 percent of the total Great Lakes port- 
to-port commerce. The vessels of members of Lake Carriers’ Association repre 
sent fully 95 percent of the carrying capacity of Great Lakes vessels under 
American flag. 

Lake Carriers’ Association strongly urges retention of section 11 of the Pap- 
ama Canal Act, now codified as section 5(14), title 49, United States Code. Gep- 
erally speaking, this section prohibits any railroad from owning any interest in 
any freight or passenger vessel with which such railroad does or may compete 
for traffic. In the light of the association’s position with respect to section 
11 of the Panama Canal Act, the association favors the principle of S. 452 inso 
far as it would strengthen the Panama Canal Act and opposes 8S. 1355. 

It may be said that section 7 of S. 452 would tend to strengthen the principle 
of section 11 of the Panama Canal Act by prohibiting the issuance of a certificate 
of convenience and necessity under part III of the Interstate Commerce Act 
to any person, among others, which has a direct or indirect interest or which has 
an officer or director having a direct or indirect interest in a railroad. As 
stated in the opening paragraph, Great Lakes commerce is predominantly the 
transportation of bulk commodities and such transportation is exempt from the 
regulatory provisions of part III. Thus, section 7 of S. 452 would have 
relatively little application to the business of the vessel companies who are men- 
bers of Lake Carriers’ Association. However, extension of section 7 to Great 
Lakes bulk transportation would not be necessary so long as section 11 of the 
Panama Canal Act remains in full force in its present form. 

There is merit, too, in the proposal contained in section 5 of S. 452. By that 
section the employees of any separate segment of transportation would be pr 
hibited from participating in or supporting the activities or objectives of the 
employees of a carrier in any other segment of transportation. Section 5 is 
compatible with section 7 and, viewed together, those provisions would tend 
to protect the affected modes of transportation. 

S. 1355 would expressly authorize the issuance of a certificate of convenience 
and necessity as a water carrier under part III of the Interstate Commerce 
Act to a person other than a water carrier or to a person controlled by o 
affiliated with a carrier in another mode of transportation. Further, 8. 13% 
would repeal section 11 of the Panama Canal Act except as to traffic through 
the Panama Canal. As so modified, the Interstate Commerce Act would permit 
railroads to own or operate or have an interest in Great Lakes vessels. 
Carriers’ Association opposes any such modification. 

The role played by the water transportation system of the Great Lakes in 
the industrial life of the United States is considerable. It was low-cost water 
transportation of the Great Lakes that brought the iron ore of the Lake Superior 
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region to the coal of Pennsylvania, West Virginia, Kentucky, and Ohio and that 
enabled this country to develop within the area of the Great Lakes the world’s 

eatest steel industry and industrial empire. Great Lakes transportation has 
enabled the farmer of the North Central States to ship his produce to eastern 
and oversea markets at such low cost that those farm products have been 
able to compete for markets. 

Although the percentage of iron ore required by the Nation’s steel industry 
transported over the Great Lakes is less than in former days, that percentage 
js still very high and amounts to about 65 percent of the total. In times of 
national emergency the contribution of the Great Lakes vessel industry in the 
transportation of iron ore has been most pronounced. Following Pearl Harbor, 
enemy submarines stopped the flow of iron ore from foreign deposits to our 
Atlantic seaboard mills and those mills became entirely dependent upon Lake 
Superior ores to enable them to maintain their production. From 1942 to the 
end of World War II about 90 percent of the iron ore consumed by the steel 
industry of the United States and Canada was mined in the Lake Superior region 
and about 99 percent of that ore was transported by the bulk-cargo fleet of the 
Great Lakes. 

There are basically two types of water carriers engaged in the transportation 
of bulk commodities on the Great Lakes. First and more numerous are those 
earriers Which transport cargoes for others in full shiploads. Under the mari- 
time law they are regarded as private or contract carriers. They are not common 
earriers. Second are those carriers which use their own vessels to transport 
their own commodities or who transport cargoes only for related or affiliated 
companies. Carriers in this group are commonly known as industrial carriers. 

Congress has not subjected to economic regulation the transportation of bulk 
commodities between ports on the Great Lakes and water carriers engaging in 
such transportation have never been subjected to regulation in the matter of 
rates and charges. They were not brought within the regulatory provisions of 
the Shipping Act, 1916, or the Intercoastal Shipping Act, 1933, or the Transpor- 
tation Act, 1940, which, among other things, contained part III of the Interstate 
Commerce Act applicable to common and contract carriers by water. In ex- 
cluding the transportation of commodities in bulk from the regulatory provisions 
of all three of those acts, the Congress in effect made three findings of fact 
which distinguish Great Lakes bulk transportation from other modes of water 
transportation as follows: (1) that the transportation of commodities in bulk 
on the Great Lakes is conducted by private or contract and industrial carriers, 
not common carriers; (2) that such transportation is not naturally competitive 
with common carriers either on land or water; and (3) that itis competitive with 
foreign carriers, the most important of which are Canadian vessels. Respecting 
the last point, it may be noted, since the opening of the St. Lawrence Seaway, 
that there is now competition from vessels of many other countries. 

The development, growth, and performance of the Great Lakes bulk-cargo 
fleet is without parallel in the annals of American maritime ventures. That 
fleet owes its origin in no small measure to section 11 of the Panama Canal Act. 
So far as is known at the present time, railroads own no interest, direct or in- 
direct, in any U.S. Great Lakes vessels transporting bulk commodities. 

In the present scheme of railroad and water transportation on the Great 
Lakes the two systems, operating within their respective spheres, are wholly 
compatible. As will subsequently appear in this statement, the preponderance 
of bulk commodities moves by rail to lake ports for loading into and transporta- 
tion by vessels and after such transportation from the unloading docks to desti- 
nation. The loading and unloading docks to a very large extent are owned by 
the railroads. It should thus be apparent that the traffic of the one system is 
the traffic of the other and both systems in a measure simultaneously suffer 
economic hardship or enjoy prosperity as the case may be. 

As mentioned earlier, the prohibition against railroads’ owning any interest 
in waterborne carriers was added to the Interstate Commerce Act by section 11 
of the Panama Canal Act of 1912. The controlling reason for this amendment 
was well expressed in the report on the enacting bill of the House Committee on 
Interstate and Foreign Commerce as follows: 

“The apprehension of railroad-owned vessels driving competition from the 
canal may or may not be exaggerated, but it is certain that the evil, which is 
only anticipated there, already exists in the coastwise trade on both coasts, as 
well as on our lakes and rivers. The evil is prevalent, recognized and com- 
plained of. The proper function of a railroad corporation is to operate trains 
on its tracks, not to occupy the waters with ships in mock competition with 
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itself, which in reality operates to the extinction of all genuine competition,” 

At the time of the enactment of the Panama Canal Act, railroads owned anq 
operated vessels which engaged essentially in the transportation of package 
freight but to some extent in the transportation of bulk commodities on the 
Great Lakes as a part of rail transportation service. In its investigation of 
railroad ownership of Great Lakes carriers, the Interstate Commerce Com. 
mission, in its report entitied “Lake Line Applications under Panama Cana] 
Act,” 33 LC.C. 700, had occasion to comment on the basic philosophy motivating 
the Congress in the enactment of section 11 of the Panama Canal Act. Obsery. 
ing that the right to use the waterways of the country as a means of transporta- 
tion is a natural right, with the benefits flowing to the people, the Comunissiop 
said, page 713: 

“As a natural and usual course of experience, where a railroad acquires and 
undertakes to operate a competing boat line, the rate for the water transporta- 
tion ceases to be influenced solely for those of the conditions which affect sue, 
traffic, because a new element is introduced into the situation; namely, the 
interest of the owning railroad.” 

The Commission then posed the question that “If such is the basis, what js 
the purpose of the legislation, if it is not to relieve the water courses of the 
country from the domination of the rail carriers?’ The facts of railroad owner. 
ship of vessels on the Great Lakes as found in that investigation by the Com. 
mission satisfied the Commission that the Great Lakes, to the extent that the 
railroads engaged in transportation, were under the domination of the railroads, 
The telling finding of the Commission in this respect occurs at page 716 where 
the Commission said: 

“These boat lines under the control of the petitioning railroads have beep 
first a sword and then a shield. When these roads succeeded in gaining control 
of the boat lines which had been in competition with paralleling rails in which 
they were interested, and later effected their combination through the lake line 
association, by which they were able to and did drive all independent boats from 
the through lake-and-rail transportation, they thereby destroyed the possibility 
of competition with their railroads other than such competition as they were of 
a mind to permit. * * * Since it appears from the records that the railroads 
are able to operate their boat lines at a loss where there is now no competition 
from independent lines, it is manifest, that they could and did operate at a 
further loss in a rate war against independents. The large resources of the 
owning railroads make it impossible for an independent to engage in a rate war 
with a boat line so financed.” 

It may be observed in passing that the order of the Commission requiring 
the railroads to divorce themselves of ownership of Great Lakes vessels was 
upheld in Lehigh Valley R. Co. v. United States, (ED Pa.) 234 F. 682; affirmed 
243 U.S. 412. 

The adverse influence of railroad ownership of vessels on the Great Lakes was 
further found in Flour SS Co. vy. Lehigh Valley RR Co., 24 1.C.C. 179, where 
Commissioner McChord made the following statement: 

“We recognize that this common ownership of rail and lake instrumentalities 
of carriage places within the power of the rail lines the stifling of water competi- 
tion, and the history of lake transportation for the past 15 years raises a strong 
presumption that this power has not lain dormant.” 

Parenthetically it may be stated that Commissioner McChord’s observation 
was made on June 4, 1912. By the end of that year the prohibition against rail- 
roads owning any interest in water carriers was enacted into law. 

As noted in Flour SS Co. v. Lehigh Valley RR Co., supra, the ownership of 
railroads of Great Lakes vessels prior to the enactment of the Panama Canal 
Act was characterized by abuses designed to eliminate the independently owned 
vessel from competition with railroad owned vessels. In that case the partic 
lar abuse was the refusal of the eastern railroads to move cargo transported to 
Buffalo by a vessel owned by a company not a party to the arrangement with 
such railroads. When the railroads succeeded in eliminating competition from 
independently owned vessels, the cost of transportation on the Great Lakes in 
the trades in which the railroads participated was raised to a point where 
such cost was comparable to the rates charged by rail landwise. Thus was 
destroyed, as noted by the Commission, in Lake Line Applications, supra, a very 
basie concept of economics, in that the economy and efficiency of transportation 
naturally adaptable to Great Lakes vessels was lost to the Nation and the rail 
road rates were based upon land line costs. 
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No one would now contend that if the railroads were permitted to own and 
operate vessels on the Great Lakes the same abuses which were corrected by 
the enactment of section 11 of the Panama Canal Act would arise. One fact, 
however, Seelis indisputable. The railroads would have a tremendous advan- 
tage over the independent vessel owner in designating vessels for the transporta- 
tion of bulk commodities over the Great Lakes. ' 7 

The movement of such bulk commodities as iron ore, coal, and grain originates 
with rail carriers and, in a large measure, terminates with rail carriage. Great 
Lakes vessel transportation is merely a link in the movement of, for instance, 
jron ore from Lake Superior mines to the cousuming mills in the Pittsburgh 
area, of coal mined in Kentucky and moved to the northwest and of grain, grown 
in the north central plains and moved to the consuming areas in the east or to 
markets overseas. ; bi 

In the loading and unloading incident to the transfer of these commodities 
between railroads and Great Lakes vessels, the facilities are largely owned by 
railroads. All of the iron ore loading docks in the upper lake ports are owned 
by railroads. Most of the unloading docks in the lower lake ports where trans- 
fer occurs from Great Lakes vessels to railroads are likewise owned by rail- 
roads. The same situation obtains with respect to car dumps used in Lake 
Erie ports for the transfer of coal from rail to vessels and in a large degree, 
although perhaps lesser, in the facilities used in the handling of grain. 

Thus, if railroads were : gain permitted to own vessels on the Great Lakes, 
an independent vessel owner would find himself in the position of being required 
to serve shippers who would first use rail service and to obtain cargoes at 
loading docks and discharge those cargoes at unloading docks owned by rail- 
roads. It should be readily apparent that under these circumstances the rail- 
road carrier would easily control the through movement of commodities and 
would have first opportunity to influence shippers in the choice of facilities. 
Indeed, there would be no competition because the railroads on the one hand 
and the independent vessel owner on the other would be on unequal footings. 
Certainly to this extent there is grave danger, to paraphrase the language of 
the Commission in Lake Line Applications, supra, the natural highways of 
commerce of the Great Lakes would be wholly dominated by the railroads. 

Ultimate disappearance of the independent vessel owner from operation on 
the Great Lakes would have serious consequences to the national interest. The 
history of section 11 of the Panama Canal Act shows that when railroads were 
permitted to own vessels the railroads employed them in the through rail-and- 
water movement of commodities. The through movement of commodities on 
the Great Lakes is, of course, important to our national economy but is by no 
means all of the commerce of the Great Lakes. Many manufacturers and other 
users of Great Lakes bulk commodities are concerned only with their port-to- 
port movement, such as, for example, limestone transported from the quarries 
of upper Michigan to chemical plants, lake front steel mills, cement plants and 
the building and construction industries. Although this port-to-port commerce 
is large in volume, it is far from sufficient to sustain the existing independently 
owned bulk fleet or such segment thereof as is necessary in the interest of our 
national economy. Were the railroads to own Great Lakes vessels, it is prob- 
able that the independently owned vessel would disappear from the lake 
trade. One might well ask who then would serve the myriad of industries in 
this area using only port-to-port service? 

The independent vessel owner plays a prominent part in international trade 
in the transportation of bulk commodities between ports in the United States 
and Canada on the Great Lakes. In that trade there is strong competition 
from foreign vessels. A shipper moving commodities between the two coun- 
tries, whether for consumption within their waters or for export overseas may 
choose between United States and foreign vessels and the ship which furnishes 
the lower cost transportation renders the service. No law in the United States 
protects U.S. vessels and no law in Canada protects either United States or 
Canadian vessels in the movement of commodities between the two countries, 
That trade is open straightforward competition. 

While the U.S. vessels on the Great Lakes have fared illy in competition for 
this international trade, the quantity carried by U.S. vessels falling from 
approximately 82 percent in 1920 to about 23 percent in 1958, the Nation cannot 
afford to lose the services of the independently owned vessel from this trade. 
More and more the United States and Canada are depending upon each other for 
use of their raw materials. Most of the coal consumed in Canada is shipped 
from the United States and each year a higher tonnage of iron ore is moved from 
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Canada to the United States. The independently owned vessel is essential to 
the national interest in time of emergency as an assurance that iron ore mine 
in Canada will be available to our steel industry. 

Since the enactment of the Panama Canal Act with its prohibition on railroag 
ownership of vessels, there has been a tremendous growth in the movement of 
bulk commodities on the Great Lakes. That commerce has grown from ap 
average per season during the period 1916-20 of about 109 million tons to ap 
average per season of about 190.4 million tons for the period 1954-58. In other 
words, the bulk commodity movement on the Great Lakes has practically doubled 
since the enactment of the Panama Canal Act. That fact alone is eloquent 
proof that the Great Lakes bulk fleet has kept pace with the growth and develop. 
ment of the Nation and the needs of its people. 

Historically, Great Lakes transportation of bulk commodities in non-railroad. 
owned vessels has contributed enormously to the growth, development and pres. 
ervation of the Nation. Having no fixed ports of call or regular routes, this 
Great Lakes system is as flexible as the needs of the owners of the commodities 
require. 

The danger that railroad owned vessels would destroy independently owned 
vessels on the Great Lakes is very real. Water transportation to numerous 
industries would be reduced and U.S. vessels in the foreign trade with Canada 
would virtually disappear. Section 11 of the Panama Canal Act is as much 
needed for the present and future as it was to correct conditions which existed 
prior to 1912. The Great Lakes system of water transportation, free from 
domination by railroads, is essential in the national interest. 


STATEMENT OF LOWE P. Srppons, GENERAL TRAFFIC MANAGER, HOLLY Svueag 
Corp., COLORADO SPRINGS, COLO. 


Honorable Chairman Smathers, members of the Surface Transportation Sub. 
committee of the Senate Interstate and Foreign Commerce Committee, and 
gentlemen: 

I 


My name is Lowe P. Siddons. I have been in transportation work all of 
my business career. I am general traffic manager of Holly Sugar Corp. and 
have served them in that capacity for the last 26 years. Prior to that time! 
was traffic manager of the Brunswick-Balke-Collender Co. at Chicago, IIL 
My experience prior to being with Brunswick-Balke was more or less clerical 
transportation work beginning with the Santa Fe Railroad in the local freight 
office and studying transportation in night school at Chicago. 

It has been my experience to have engaged in transportation both before and 
after the passage of the Motor Carrier Act. I have had the pleasure and 
experience of observing how the motor carrier service of the country grew from 
nothing to what it is today. 

It is because of what the motor vehicle carrier service is today that I am 
here to testify in support of S. 1353. The Motor Carrier Act has certainly ac 
complished what it has set out to do plus the fact that it is now doing harm 
to the railroads because they cannot compete in kind. I believe it is time now 
to change the law and permit the railroads to render a complete overland 
transportation service to the shippers and receivers of freight located thereon 
throughout the Nation. In other words, they are entitled to equality in com 
petition, i.e., compete in kind. 


Il, PART I, SECTION 5(2) (B) AND PART II, SECTION 207 OF THE INTERSTATE COMMER(E 
ACT TO REGULATE THE TRANSPORTATION OF MOTOR VEHICLE CARRIERS OF PROPERTY 


Congress seemed to believe at the time it enacted into law part II of the 
Interstate Commerce Act hereinafter termed “the Motor Vehicle Carrier Act’, 
the motor vehicle carriers that would qualify for grandfather rights thereunder 
should be protected from themselves. Congress did this by giving the ICC the 
authority to determine whether a new applicant for a motor vehicle certificate 
was required by public convenience and necessity. This is stated by th 
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Supreme Court in the leading case on the subject styled J.C.C. v. Parker, 326 
U.S. 60; S. Ct. 490, at page 65, as follows: 

“The Commission has assumed, as its duty under these earlier subsections, 
the findings of facts and the exercise of its judgment to determine public con- 
venience and necessity. * * * 

«# * * The purpose of Congress was to leave to the Commission authorita- 
tively to decide whether additional motor service would serve public convenience 
and necessity.” 

Congress insulated motor vehicle carriers from the competition of the rail- 
roads purchasing motor vehicle carriers already certificated and operating 
them as railroad-owned or affiliated motor vehicle carriers. 

To carry out this desire by the Motor Vehicle Carrier Act, two additional 
requirements were added before a railroad could purchase a motor vehicle 
carrier. In addition to the public convenience and necessity requirement of 
section 207 of the Motor Vehicle Carrier Act, the railroad must show in pur- 
chasing a motor vehicle carrier that the public interest would be promoted in 
a special way, namely, (@) that it would enable such rail carrier “to use the 
service by the motor vehicle to public advantage in its operations” and (b) a 
showing “that the acquisition will not unduly restrain competition.” (Parker 
case p. 67, footnote 3 and footnote 4 in U.S. v. R. I. Motor Transit Co., 340 
U.S. 419-429; 71 S. Ct. 382-388.) (Sec. 213 of part II of the Interstate Com- 
merce Act now carried as section 5 of part I of the Interstate Commerce Act.) 
Footnote 3 gives former Commissioner Eastman’s views as to why Congress 
gave the ICC full authority to protect the new motor vehicle carriers from 
not only their own competition but that of other forms of transportation that 
might purchase a certificated motor vehicle carrier. 

The Motor Vehicle Carrier Act was passed in 1935. The mechanical improve- 
ments of the engine or motor, the truck van or semitrailer van, and the highway 
improvements as we know them today, were beyond contemplation then. 

There is no criticism of the provisions of the Motor Vehicle Carrier Act of 
1935 when it became a law. It has permitted motor vehicle carriers to build 
up an envious transportation service on the highways to serve the public. The 
motor vehicle carrier service has practically reached perfection. My company 
uses and will continue to use their service extensively. It is now time to remove 
the legal restrictions in the Motor Carrier Act that insulates them against com- 
petition from motor vehicle carriers owned and operated by other forms of 
transportation, particularly railroads. My statements will concern only rail- 
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roads and motor vehicles per 8S. 1353. 


Ill. COMPARISON OF RAIL AND MOTOR CARRIER TRAFFIC 


The monthly reports issued by the Bureau of Transport Economics and Statis- 
tics of the ICC are very informative on the traffic transported, revenues and 
expenses of both motor vehicle carriers and the railroads; also water lines and 
freight forwarders. These monthly reports for April and May show that 812 
intercity class I motor vehicle carriers used transported 237,366,003 tons of 
revenue freight in 1958. The total intercity motor vehicle carriers’ freight 
operating revenues in 1958 were $3,900,880,564 or $16.43 per ton. 

The reports show that the class I railroads for 1958 originated 1,190,300,000 
tons of freight. ‘The railway operating freight revenue for 1958 was $8,070,784,- 
000 or $7.11 per ton. 

The operating revenue for 812 intercity class I motor vehicle carriers of 
property was approximately one-half of the railway operating freight revenue 
for the class I railroads or 48.3 percent. 

The motor vehicle carriers render a superior service. The railroads are not 
able to equal it. This is because (1) the motor carriers pick up the truckloads 
of freight at the consignor’s place of business and deliver it direct to the cow- 
signee’s place of business. They unload the truck lading direct to the receiving 
door or floor of the consignee; (2) because of the direct service without the in- 
tervening delay in ordering empty cars and placing them for loading and switch- 
ing in and out of terminals, motor vehicle carriers can render a much quicker 
service than the railroads; (3) the average truckload of a semitrailer motor 
vehicle carrier is from 30,000 to 35,000 pounds per vehicle. This enables the 
buyer (consignee) to carry a much smaller inventory of stock merchandise. 

The above favorable assets of the motor vehicle carrier has diverted increasing 
larger quantities of the medium and higher rate paying freight to the motor 
vehicle carriers. This class of good paying revenue freight is termed “manu- 
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factures and miscellaneous” by the ICC in its classification of Commodities 
shipped. The high-paying revenue of this class of traffic is readily shown when 
the return of $16.00 per revenue ton transported by motor vehicle carriers 
is compared to the $7.00 to $7.25 per revenue ton transported by the railroads 
in 1958. 

Recently one of our most renowned economists testified before the Interstate 
Commerce Commission on the subject of “Guaranteed Railroad Rates.” He re 
ferred to the continued loss of railroad tonnage by saying that while the raj}. 
road ton miles had gone up only 1.7 percent over the 10-year period, the output 
of all carriers had risen 93 percent. The ton-mileage of nonregulated carriers 
had increased 89 percent while that of regulated carriers excluding railroads 
had increased 98 percent. The nonrail ton miles had risen more than twice the 
physical output of the country and the revenues of regulated carriers other than 
rail had outpaced that of the railroad. He stated that the railroads had lost 
high-grade manufactures and miscellaneous products traffic three times as fast 
as they had lost products of agriculture and mining; that the manufactured 
products traffic had produced 67% percent of the rails’ contribution to the trans. 
portation burden. (See account of testimony of Dr. Ford K. Edwards, Wash- 
ington, D.C., transportation economist and consultant, in the Traffic World, 
June 6, 1959, p. 16.) 

The superior service attendant to motor vehicle common carriage warrants 
assessing higher rates but instead of doing this the motor vehicle carrier 
usually meets competition by assessing the same rate or in cases a lower rate 
than the rail carriers charge. They have an envious advantage servicewise, and 
quantitywise desired by the consignee or buyer. He is increasingly demanding 
motor vehicle carrier service. 

There is no criticism of the motor vehicle common carriers in my stating the 
above. They exercise their inherent advantages to render a commendable trans- 
portation service the public seeks. 


IV. RAILROADS SERVING INDUSTRIES LOCATED TITEREON 


The industries located on railroads manufacture finished products from in- 
bound materials generally termed “raw or semifinished materials’ which are 
used in the manufacture of their finished product. These industries use and 
ship the great volume of the Nation’s freight tonnage transported. The inbound 
raw materials are naturally of greater volume than the outbound finished 
products made therefrom because of loss in the manufacturing process. The 
finished product is of greater value per unit of sale. This traffic can and does 
bear a higher rate or transportation charge than the inbound raw materials. 

Usually the inbound commodities used in manufacturing load heavy per car 
and are of a comparatively low value because of their unmanufactured nature. 
I have in mind such commodities as clay, ore, crushed rock, coal and coke, and 
other crude or semifinished materials, generally termed inbound raw materials. 

The rates on such commodities while higher than minimum reasonable rates 
are not as high as maximum reasonable rates. Such a level of rates is neces 
sary to make the plants tick, i.e., enable them to produce a finished product that 
can be shipped and sold in a common market in competition with the same or 
similarly used commodities manufactured at a more favorable raw material or 
transportation location. The transportation characteristics of these commodi- 
ties and their use in manufacturing keeps them on the low side of the just and 
reasonable rate scale whether for short or long haul to support their normal use. 

The 12 Holly Sugar factories in the West will annually use 18,000 tons of coke 
in the production of sugar. The coke generally originates at coke plants inm- 
mediately east of the Mississippi River from Duluth, Minn., to Birmingham, Ala. 
The rate from Milwaukee, St. Louis, or Birmingham to these factories varies 
from $8 to $12 per ton. 

The 12 Holly Sugar factories will use annually 145,000 tons of limerock in 
manufacturing sugar. It is 440 miles from Arrolime, Nev., where limerock is 
quarried and shipped to Carlton, Calif., in the Imperial Valley where Holly has 
a large sugar factory. This factory will use annually 22,000 tons of limeroek. 
The Dyer factory just south of Los Angeles, a distance of 360 miles, will use 
16,000 tons annually. The rate is $4.50 to Carlton and $4.10 to Dyer. Motor 
vehicle carriers do not even solicit this inbound earload traffice—the railroads 
must transport it—but the railroads are denied the right under the present law 
to compete by motor vehicle for the finished product made therefrom which i 
being so transported in increased quantities. 
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or 


V. INDUSTRIES NOT SERVED BY RAIL CARRIERS 


The favorable transportation service rendered by motor vehicle carriers has 
caused many users and distributors of manufactured products to locate off 
railroad tracks outside the city limits for tax-savings purposes because they 
do not need to depend upon rail service. The motor-vehicle service is adequate 
for their transportation requirements. 

The motor vehicle transportation service has become so efficient and valuable 
to industry that a number of large industries are building new plants which 
are only partially served by rail service. This as I learned from investigation, 
is because (1) it is often less costly to install facilities for receiving inbound 
commodities which arrive by motor carrier than it is when the commodities 
arrive by rail. (2) The motor vehicle carrier service is very dependable con- 
sequently the industry is permitted to buy in smaller quantities and carry less 
inventory even though it is a manufacturing concern using large quantities of 
inbound materials in making its finished products. The onerous part is that 
many industries served by railroad industry tracks order many of their ship- 
ments to be transported by motor vehicle carriers. They do not like to load 
or unload rail cars. The motor vehicles take the merchandise from or deliver 
it to the shipping floor of industries. 

The largest industry of its kind in the United States, whose name I will not 
disclose, within the last 5 years has built a new factory that will use from 5 
to 7% million pounds of sugar annually delivered in bulk form in motor carrier 
yehicles. They did not construct the factory in such a way that it could 
receive the sugar by rail. 

Another very large concern is now building a new factory which will use more 
sugar, as far as we can now determine, than the one I mentioned next above. 
The latest information from them is that most of their sugar will be received 
in bulk truck. No provision is made by which they can receive it in rail cars. 
Both factories are in the serviceable area of two of Holly’s sugar factories. 
Based upon the investigation I have been able to make from my acquaintances 
with traffic men over the country, through discussions and otherwise, the two 
examples that I have given are likewise common to the other industries. 

Within the last 3 or 4 years, a large company that has several of its processing 
factories scattered over the country, has revamped one of them to receive sugar 
in liquid form. The installation was placed on the off-rail track side of the 
factory so that it could be available for tank truck delivery made from a dis- 
tance of from 150 to 275 miles. This company has used as high as six tank 
trucks a day (24 hours) of liquid sugar. Such deliveries range from 4,000 to 
4500 gallons per tank truck, the equivalent of three to four tank cars by rail. 
The truck service is so satisfactory that this industry does not think it worth 
while to run a pipeline from the railroad unloading spot to their factory receiv- 
ing tank and enlarge the tank. It would be too expensive. Consequently they 
will not consider rail transportation for liquid sugar. 


VI. UNMANUFACTURED AGRICULTURAL COMMODITIES 


There has been a constant competitive rate contest going on for the past 
10 years between the class I railroads in the West and a large number of 
irregular and a few regular motor vehicle common carriers that make a business 
of transporting fresh meat and packinghouse products from the meat packing 
plants located along the Mississippi River in Illinois, Wisconsin, Iowa, and 
Minnesota and along the Missouri River in Kansas, Nebraska, and North Dakota 
including Colorado to the Pacific coast. The consumption on the West coast has 
increased tremendously during the last 20 years. There has been a constant 
readjustment of these rates downward to enable the railroads to meet the 
rates and services offered by these irregular motor vehicle carriers or vice 
versa. By irregular motor vehicle carriers I mean those who are not required 
to maintain fixed schedules or to transport traffic they are not particularly 
interested in transporting between the points they are authorized to serve. 
They pick and choose the traffic with the high rates. The railroads are left 
the less desirable traffic. These motor vehicle common carriers have an unfair 
advantage over the railroads and are in a position to more than compete with 
them ratewise because they can transport exempt agricultural commodities 
eastbound at rates not prescribed by the Interstate Commerce Commission. 
The railroads are prohibited by law from doing this. 
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There is a large volume of unmanufactured agricultural commodities produceg 
on the Pacific coast for which there is a regular market in the East. Thege 
motor vehicle common carriers transport the fresh meat and packing house 
products westbound at their published rates and transport the west coast agri. 
cultural products eastbound at negotiated rates. 

If the committee will bear with me I would like to read sheet 13 of the Ic¢ 
examiner’s report in I & S docket No. 11187 served May 5, 1959. It pertaing 
to freight rates for transporting fresh meats and packing house products west. 
bound and the hauling of exempt agricultural commodities eastbound. It shows 
the competition with which the railroads are faced based upon sworn testimony, 
The ICC has not yet approved this report. 

“At the time of the hearing in docket No. 32252, in October 1957, some of thege 
same respondents appeared as protestants to the rail reductions and asserted 
that their costs of handling the traffic were such that no further reductions jp 
rates could be made. They now contend that such statements were made jn 
good faith but that they have since discovered ways and means of reducing 
overhead expenses so that with the increase in business resulting from thege 
rates their profits have increased. Little Audrey, for example, effected better 
dispatching methods so as to reduce empty mileage, laid off two employees jt 
found were unnecessary, increased the average number of miles operated by 
each vehicle, and during the last 3 months prior to the hearing increased its 
business 19.8 percent with no increase in overhead expense. It claims a desirable 
profit resulted. Respondents’ westbound traffic consists primarily of meats and 
packinghouse products but most of their eastbound traffic consists of fruits 
and vegetables the transportation of which is not subject to the rate regulatory 
provisions of the act. Eastbound loads of such traffic are always available and 
respondents’ vehicles never return empty. The increase in the westbound move 
ment has made more trucks available for eastbound movements and also has 
resulted in more revenue on eastbound traffic. In addition, the revenue per 
load on eastbound shipments has been increasing. Respondents admit that the 
rates here in question were designed to meet private-carrier competition and 
that subsequent repeal of the 3-percent transportation tax has further improved 
their competitive position. They, however, refuse to admit that a corresponding 
increase of 3 percent in their present rates would be desirable. Instead, atten. 
tion is directed to the fact that Rath did not decide to discontinue its private. 
carrier operation until after the transportation tax was repealed and that Armour 
& Co., and others, are still using private transportation. They do admit that the 
volume of their traffic is rapidly expanding under these rates. Little Audrey, 
for example, has increased its volume about 20 percent and expects its business 
to be doubled within a year. Frozen Food Express increased its value about 
35 percent. Midwest’s operations during the third quarter of 1958 were the most 
profitable it has ever experienced. Midwest at first opposed establishment of 
rates on the Cudahy scale because its accountants concluded that such rates 
would be unprofitable. Now, however, Midwest opposes even a 3-percent increase 
because after 3 months of operation under these rates it is of the opinion that 
they are sufficiently profitable not only to the carriers but to the owner-operators 
as well. Lipsman-Fulkerson lost about $25,000 on its operations in 1957 but 
avers that it now is operating at a profit.” 

The fresh meats and packinghouse products situation is just one example 
of many commodities that are being taken from the railroads’ traffic flow in 
the same manner. Some of the members of this committee including the Honor 
able Senator Warren G. Magnuson, chairman of the Interstate and Foreign 
Commerce Committee of the Senate, held a hearing at Helena, Mont., on July & 
1958, to obtain statements regarding freight rates to and from the West. Mr. 
Charles G. McClave, president of the Montana Flour Mills at Great Falls, Mont, 
outlined in detail the methods by which the railroads lost the flour and other 
milled feeds manufactured at Helena that normally they transported in con 
siderable quantity to the Pacific coast which had now gone to motor vehicle 
carriers. He estimated that from 60 to 65 percent of the Montana wheat ground 
by Los Angeles millers was transported there by motor vehicle carriers. It is 
an exempt commodity when transported by a motor vehicle carrier. Other ex- 
empt agricultural commodities are then transported from the Pacific coast to 
Montana. The motor vehicle common carriers can transport the flour and milled 
products southbound at regulated rates and transport the exempt agricultural 
commodities northbound—all to the detriment of the railroads that are pro 
hibited by law to transport either by rail or motor vehicle the exempted agri- 
cultural commodities as such in either direction. 
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VII. RAILROAD OPERATED MOTOR VEHICLES 


.The Chicago, Burlington & Quincy Railroad serves two of Holly’s sugar fac- 
tories at Worland, Wyo., and Hardin, Mont., along with several other sugar 
factories belonging to other sugar companies situated on the railroad between 
Billings, Mont. and Grand Island, Nebr. The Denver & Rio Grande Western 
Railroad serves the Holly sugar factory at Delta, Colo. The two railroads have 
grandfather rights to operate between all points on the railroad from end to 
end. There are some exceptions on the Burlington Railroad where they have 
as many as three lines paralleling each other. 

The truck service these two railroads offer is quite satisfactory. Their serv- 
ice is used by the sugar companies on both inbound and outbound commodi- 
ties; however, several other independently owned large motor vehicle common 
carriers operate in the same territory and from and to the same points. These 
motor carriers are prosperous. They continually have applications before the 
Commission for the largest one to buy out the smaller one, ete. 

Only recently the Pacific Intermountain Express, one of the larger motor 
vehicle carriers operating from the east to the Pacific coast and to principal 
intermediate points, purchased the Union Freightways which serves the ter- 
ritory from southeastern Wyoming and eastern Colorado to Chicago and at 
intermediate points. 

The Union Freightways, as do several other motor vehicle carriers operating 
petween the eastern face of the Rockies and the territory west of the eastern 
Illinois border and Lake Michigan, enjoys an enviable business in transport- 
ing sugar in bags eastbound. This is a much desired backhaul to their west- 
pound merchandise traffic. The Consolidated Freightways, Inc., has a petition 
with the ICC to purchase the Gallagher Freight Lines, Inc. The Gallagher 
Freight Lines parallels the Burlington Railroad in its operation and uses prac- 
tically the same highways as does the Burlington Motor Vehicle Carrier from 
Billings, Mont., east to Denver and Scottsbluff, Nebr. 

The motor carrier service rendered by the Burlington Railroad or the Den- 
ver & Rio Grande Western Railroad, does not seem to have hindered the service 
of independently owned motor vehicle common carriers either in day-to-day 
service or in their ability to expand. 

Although the western trunkline railroads pioneered the rates and services 
necessary several years ago to foster the beet sugar industry as well as other 
industries in the Rocky Mountain territory and are trying to continue to do so, 
they now by law are prohibited from even competing in kind with these motor 
vehicle carriers for part of this highly remunerative traffic including sugar which 
they have lost. 

I believe I can state without contradiction that the railroads are the main- 
stay of our overland transportation system in the United States. All other 
forms or types of overland transportation are secondary to the importance of the 
railroads. 

The increasing diversion of traffic from the railroads by other means of trans- 
portation, particularly motor vehicle carriers, demands that any laws restrict- 
ing the railroads from an in-kind opportunity to compete for the traffic they 
played so important a part in creating and are now losing should be repealed. 
If such laws are not repealed, how can that part of the national transportation 
policy be carried out which in the end requires a transportation system adequate 
to meet the needs of commerce, of the U.S. postal service, and the national de- 
fense? The military are already citing a shortage of freight cars and passenger 
equipment as a weakening of the military’s ability to carry out its obligations 
in case of a warlike emergency. 

The financial condition of the railroads as a whole is not good. It has been 
necessary for the U.S. Government to establish a loan fund from which railroads 
can borrow at low rates of interest to purchase new equipment and for other 
purposes, in the interest of keeping them in a desired state of efficiency. 


CONCLUSION 


Railroad-owned motor vehicle carriers are denied the right to use the parallel 
highways to which rail revenue contributed so much to build through taxes. 
Such motor vehicle carriers would little compete with the regular railroad 
traffic transported. These rail motor vehicle carriers if permitted to operate will 
be competing in kind with independent motor vehicle carriers both private and 
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for hire that are now transporting such a large portion of the Nation’s traffic 
which is lost to the railroads as a transportation medium. The railroads 
should not be required in an application to the ICC for a certificate to operate 
motor vehicle carriers between points, and switching districts, on the railroads 
in local or joint service to prove public convenience and necessity as fe. 
quired by section 207, part II of the act. This right to operate should be granteg 
as a matter of course. 

From or to contiguous points not served by railroads the public convenience 
and necessity showing should no doubt be required the same as for other moto, 
vehicle common carriers. 


(The following communications were submitted for the record:) 


HOUSE OF REPRESENTATIVES, 
Washington, D.C., February 8, 1960. 
CHAIRMAN, SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Senate Office Building. 
CHAIRMAN, HOUSE COM MITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
House Office Building 
Washington, D.C. 

GENTLEMEN: Mr. J. P. Steiwer, secretary of the Oregon Wool Growers Agsgo- 
ciation, Inc., Fossil, Oreg., has requested that the following resolution passed 
by their association at their annual convention last year be made a part of the 
committee records: 

“Resolved, That the Oregon Wool Growers Association favors the removal of 
artificial restrictions on the right of the operators of any form of transportation 
to engage in transportation by other forms, subject of course, to existing require 
ments that there be, in each instance, an adequate showing that public con 
venience and necessity will be served.” 

Thank you for your courtesy. 

Very truly yours, 
WALTER NORBLAD, 


HOUSE OF REPRESENTATIVES, 
Washington, D.C., February 9, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 

Dear Mr. CHAIRMAN: I have been requested by the Oregon Wool Growers 
Association to transmit to you for inclusion in the record of any hearings held 
by your committee regarding legislation dealing with the rights of railroads to 
engage in other types of transportation, such as 8S. 1353, 8. 1354, and §. 135%, 
H.R. 7960, H.R. 7961, H.R. 7962, H.R. 9279, and H.R. 9281, the following 
resolution : 

“ResolWwed, That the Oregon Wool Growers Association favors the removal of 
artificial restrictions on the right of the operators of any form of transporta- 
tion to engage in transportation by other forms, subject of course, to existing 
requirements that there be, in each instance, an adequate showing that public 
convenience and necessity will be served.” 

Sincerely yours, 
AL ULLMAN, 
Member of Congress. 


OREGON RAILROAD COMMITTEE, 
Portland, Oreg., July 27, 1959. 
Hon, WAYNE MORSE, 
U.S. Senate Office Building, 
Washington, D.C, 

Dear SENATOR Morse: The enclosed are copies of petitions signed by numerous 
railroad employees from several sections of the State of Oregon. They are il- 
dicative of the attitude of these employees toward the inequities which exist in ou 
transportation laws, permitting other transportation agencies to diversify theif 
operations but precluding the railroads therefrom. 

The continual dwindling of railroad employment in the face of inereasiis 
employment experienced by other forms of transportation is a cause for alarm. 
Those of us whose daily lives and future are directly connected with this industy 
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are in the position of being more than alarmed. We ask that action be taken, 
and taken soon, to prevent our source of employment from being legislated or 
regulated out of business. 

We recognize the many problems and conflicts faced by you in your daily 
endeavors. We are bopeful that you will have sufficient time to hear this 
matter out, knowing that when the facts are before you your conclusion will be 
sound and fair. 

We believe that the corrective action contained in 8. 1353, S. 1354, and S. 1355 
and H.R. 7960, H.R. 7961, and H.R. 7962 will be helpful. When hearings are 
held on these bills, we urge your support and ask that you have this letter with 
jts attachments made a part of the record of the hearings. 

Respectfully, 
Davin BE. HILAnDs. 

(Note.—The names of the individuals who signed the petition are on file with 
the committee. ) 


OREGON RAILROAD COMMITTEE, 
Portland, Oreg., June 17, 1959. 
Hon. WALTER NORBLAD, 
House Office Building, 
Washington, D.C. 

DEAR REPRESENTATIVE NorsiAp: As chairman of our railroad committee for 
this area I am forwarding the enclosed petitions which indicate the desire of 
railroad employees for transportation diversification. 

We are thoroughly convinced that unless some action is taken by Congress 
which will give the railroads the same right to diversify their ownership as is 
enjoyed by their competitors, the industry will continue to have trouble keep- 
ing pace with the growth of the country. 

This of course is a matter of particular concern to the employees. We are 
naturally interested in our future in this industry. 

The legislation contained in S. 1358, S. 1354, and S. 1355 would accomplish 
this end. Similar legislation should be introduced in the House of Repre- 
sentatives. 

Please incorporate this letter and its enclosures in the record of your hearings. 

Sincerely yours, 
R. E. MIxion. 

P.S.—The petitions enclosed are from the State of Oregon. 

(Nore.—The above mentioned petitions are on file with the committee.) 


Ceci E. WINGARD LUMBER Co., 
Eugene, Oreg., July 6, 1959. 
Hon. W. L. Morse, 
U.S. Senator from Oregon, 
U.S. Senate Building, Washington, D.C. 

Deak SENATOR Morse: The subject of “Transportation Diversification” is 
currently under discussion and investigation by a subcommittee of the Senate 
Committee on Interstate and Foreign Commerce. Diversification in the trans- 
port industry is vital particularly to the railroads who are, under present laws, 
forced to compete with other forms of transportation that operate without 
restraint. 

Other media of transportation are moving quickly to meet the modern day 
transportation demands. The railroads are doing everything possible to meet 
these demands yet by law they are deprived of the right to diversify and meet 
these challenges. Those shippers dependent on the railroads are also deprived 
of the ability to meet these new challenges. 

You are urged to do everything possible to see that the laws are repealed 
which now shackle the railroad industry and its customers. Please recommend 
this be made a part of the committee report. 

Very truly yours, 
Ceci, E. WINGARD. 
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MILLER PAINT Co., Inc., 
Portland, Oreg., June 26, 1959. 
Hon. GeorGE A. SMATHERS, 
Chairman, Subcommittee, 
Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

Dear Sir: Shippers and producers of the West who market their products 
on the east coast are at a disadvantage because of long distance and compe. 
tition for the same products on shorter hauls from the South and North. 

It is our belief that every aid should be given to the modes of transportation 
that can transport goods more economically, and as patrons of the railroads we 
note all media of transportation with the exception of the railroads are quickly 
getting their houses in order to meet the modern-day transportation picture 

Therefore, in view of the fact that airlines, trucklines, and steamship lines 
can and do engage in diversification, which proves that the public prefers q 
package form of transportation, firmly urge you to support legislation that 
will give the railroads equal opportunity to compete with competitive forces 
of transportation on an equal basis, and desire that this letter be made a part 
of the record. 

Yours very truly, 
JOHN BUuRpDINGER, 


JULY 1, 1959, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Suite 1508, New Senate Office Building 
Washington, D.C. 

My Dear Mr. CHAIRMAN: It has come to my attention that the Subcommittee 
on Surface Transportation of the Committee on Interstate and Foreign Com- 
merce has held hearings on 8. 452, a bill to prohibit the issuance of public 
certificates of necessity and convenience to certain applicants and for other 
purposes. 

Senator Kennedy, chairman of the Subcommittee on Labor of the Committee 
on Labor and Public Welfare, has written to me as follows concerning §. 452: 

“As you know, one section of the bill deals with strikes and other work 
stoppages in the transportation industry, which is clearly legislative matter 
within the purview of the Committee on Labor and Public Welfare. I would 
think that we would want to inform Senator Magnuson of our concern in this 
matter and make whatever arrangements are necessary to insure that this 
portion of the bill is considered by the Committee on Labor and Public Welfare.” 

I agree with Senator Kennedy and I would suggest, as chairman of the Con- 
mittee on Labor and Public Welfare, that section 5 of S. 452 should be deleted 
from the bill if it is reported by the Committee on Interstate and Foreign Con- 
merce or that some other appropriate arrangement should be made so that 
portions of S. 452, which are within the jurisdiction of the committee, may be 
considered by this committee. 

With best wishes and kindest personal regards. 

Very sincerely, 
LisTerR HILL, Chairman. 


PBERLESS PACIFIC Co., 
Portland, Oreg., July 9, 1959. 
Hon. GEorGE A. SMATHERS, 
Chairman, Subcommittee, 
Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

Dear Sir: One of the high cost factors in the merchandise we now handle is 
the transportation factor which has increased during the time our company 
started in business (1910) approximately 400 percent up to 1959. 

In looking over the picture portraying the various freight rates, one thing 
seems to stand out sharply, that is the inability of the railroads to meet the 
competition brought about by the restriction imposed on them by various regula- 
tory bodies. . 

The trucklines seem to be able to adjust their rates to suit conditions which 
confront them and the same thing could be said of the airlines and steamship 
companies. 
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The steamship companies, along with the railroads, have plenty of trouble 
with tough labor conditions and the airlines have been experiencing the same 
trouble lately, but these airlines and steamship lines seem to be able, in most 
cases, to adjust themselves to conditions and hold their own. 

The railroads, on the other hand, do not seem to get the necessary powers 
from the ICC and other regulatory bodies to meet the competitive conditions 
created by their competitors, and we suggest that you look into this matter and 
see if you can support legislation that will give the railroads equal opportunity 
and thereby benefit their shippers in lower rates resulting therefrom. 

Would like to see that this is made a part of the record. 

Yours very truly, 
W.S. Basson, Treasurer. 


COMMITTEE OF AMERICAN STEAMSHIP LINEs, 
Washington, D.C., June 29, 1959. 
Hon. WABREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Room 127, Old Senate Office Building, 
Washington, D.C. 

Deak SENATOR MAGNUSON : Unfortunately we were out of town when hearings 
were held last week on S. 452, a bill to prohibit the issuance of public certificates 
of necessity and convenience to certain applicants and for other purposes. 

Our committee is not prepared to express any views on the broad purposes of 
this legislation but we want to express our vigorous opposition to section 6 
which would amend section 603(a) of the Merchant Marine Act of 1936. It 
would seem to us that this provision is not only unnecessary but could actually 
be detrimental in that it would deprive steamship lines of the services of 
capable directors merely because their capabilities and experience have been 
recognized by their election to the board of directors of other transportation 
companies. We sincerely hope that section 6 will be deleted in its entirety. 

Thank you for giving us an opportunity to present our Views which we hope 
will be included in the record of hearings on S. 452. 

Very truly yours, 
ALEXANDER PURDON. 


COLUMBIA RIVER SALMON & TUNA PACKERS ASSOCIATION, 
Astoria, Oreg., June 10, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D.C. 


Deak SENATOR: The members of this association are interested in S. 1353, 
§. 1854, and S. 1355 permitting any firm or corporation engaged in one form 
of transportation business to diversify their operations by using other forms 
of transportation so as to offer the most complete and efficient service to the 
shipper. 

Our members, who process over 90 percent of the fish and other other water 
food products produced in the Columbia River and Oregon coast areas, believe 
such diversification would justify itself through enabling any one shipping 
company to give a complete and efficient service. 

Our consideration of this matter involves our knoweldge of transportation 
methods practiced in Canada. We believe that it has not stifled competition 
there, and on the other hand has improved services offered to shippers. 

We hope your committee will give serious consideration to this proposed 
legislation and submit a favorable report. 

Respectfully, 
JAMES H. CELLARS, 
Executive Secretary. 
— make this letter a part of the record of your committee report. 
ank you. 


J.H.C. 
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OREGON RAILROAD COMMITTEE, 
Salem, Oreg., June 9, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Ojfice Building, Washington, D.C. 

DeAR SENATOR MaGNuson: This letter is directed to your attention with the 
hope that you will give favorable consideration to the expressions of mapy 
of our businessmen contained in the attached statements. As chairman of our 
railroad committee for this area, I am particularly concerned that they cone 
to your attention and hope that they along with his letter will be includeq in 
the record of the hearings which I understand will soon be held on §, 1358 
S. 1354, and S, 1355. 

Something needs to be done to equalize the treatment accorded to the variong 
forms of transportation. If my understanding is correct, that only the rail- 
roads are prevented by law from diversifying their ownership, then the aboye 
bills should correct this inequity. 

It is the feeling of most everyone I contact that something should be done 
to preserve the efficient, low-cost and rapid means of transportation provided 
by the railroads. Many believe that this can best be done by permitting the 
railroads to acquire and offer other types of transportation service when they 
would in fact serve the purpose of the public more efficiently. 

Very truly yours, 
Rocer ©. Terznarr, 

(Nore.—Enclosures to this letter are on file with the committee. ) 


OREGON RAILROAD COMMITTEE, 
Roseburg, Oreg., June 5, 1959, 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MAGNUSON: The purpose in sending you the attached state 
ments is to enlist your aid in support of legislation contained in S. 1353, §, 
1354, and S. 1855. These bills, if enacted into law, would permit the railroads 
to diversify their ownership and offer a complete transportation service. Con- 
sidering the present trends in the transportation picture, a program of this 
nature is vital to the railroad industry and its employees, 

The railroad employees of this area, of which I am chairman, have taken the 
time to explain this program to the businessmen of this area and have solicited 
their support in the form of these staements. It is hoped that you will lend 
the weight of your support in enacting this legislation. 

It is requested that you make the contents of this letter and that of the 
attached statements a part of of the record of the hearings on these bills. 

Very truly yours, 
J. E. Remy. 

(Nore.—Enclosures to this letter are on file with the committee. ) 


OREGON RAILROAD COMMITTEE, 
Eugene, Oreg., June 8, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D.C. 

SENATOR MaGNuSON: A great deal has been said and written about the de 
cline of the railroad industry. We who are employees have watched our nut- 
bers shrink from almost a million and a half to a little over 800,000 in a few 
short years. Mechanization has been responsible for some of this change, but 
perhaps the most serious reason has been the inroads made by competition 
We feel that the railroads are in the business of providing transportation and 
as such should be permitted to provide a complete service. Certainly, they 
should have the same rights as their competitiors in this regard. 

Our local employees’ committee have taken the time and effort to explain ow 
position to numerous of our local businessmen. We have found that when the 
subject was fully explained to them they had no hesitancy in signing the at 
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tached statements in support of the railroad position. We hope that they will 
be helpful to you and your committee in your deliberations on 8. 13853, S. 1354, 
and 8. 1395. oe ; : : f 

We shall be grateful for your assistance in this matter. Will you please see 
that this letter and the statements are incorporated in the record of the hear- 
ings on the bills. Thanks. 

Sincerely yours, 
R. K. May. 
(Nore.—Enclosures to this letter are on file with the committee.) 





OREGON RAILROAD COMMITTEE, 
Coos Bay, Oreg., June 4, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

Deak SENATOR MAGNUSON: Representing our local railroad employee’s com- 
mittee, I am forwarding you copies of statements signed by businessmen of this 
area in Support of transportation diversification. The legislation contained in 
§, 1853, S. 1354, and 8. 1855 would accomplish this worthwhile purpose. 

It is hoped that you will support our efforts in this regard, giving the rail- 
road industry the same right to diversify their ownership as is enjoyed by their 
competitiors. ; ' . . 

It will be appreciated if you will make the contents of this letter and the 
attachments a part of the record of the hearing on the bills. 

Respectfully yours, 
A. L. BREWER. 


(Nore—Enclosures to this letter are on file with the committee. ) 


GENERAL CONSTRUCTION Co., 
Portland, Oreg., June 18, 1959. 
Hon. WARREN G. MAGNUSON, 
US. Senate Building, Washington, D.C. 

Deak SENATOR MAGNUSON: Today, the railroads of our Nation, particularly 
in the East, are in a sorry plight financially. This is not an idle statement. 
Financial pages in the daily newspapers and in other publications so indicate 
just that fact. 

Before the U.S. Senate today are three measures which will permit the rail- 
roads to diversify their operations in order that they can better meet their 
competition and also give to their patrons a better service. These measures 
will no more than permit the railroads to do what other forms of transportation 
can already do. ‘Truck lines, air lines, and steamship lines can today offer 
such diversified service. Not so the railroads. 

We believe strongly that part of our railroads’ troubles is caused by this de- 
nial of the right to offer such a service, and for that reason ask that you support 
such measures as will assure them the opportunity to compete on an equitable 
basis. We would also ask that this letter be entered into the proceedings to be 
held shortly on these matters. 

Yours truly, 
R. P. STOCKWELL, 
Assistant Secretary. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D.C., June 23, 1959. 


Senator WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Deak SENATOR MaGNnuson: The American Merchant Marine Institute is ¢ 
trade association representing the owners and operators of some 50 American- 
flag steamship companies constituting a substantial majority of the entire Ameri- 
can deep-sea merchant marine. 
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We wish to comment on S. 452, being heard by the Surface Transportation 
Subcommittee of the Senate Committee on Interstate and Foreign Commer. 
Under this bill, there would be a prohibition against the issuance of Certificate 
of public convenience and necessity to certain applicants under a number of a¢ts 
covering the transportation industry. 

The Institute is opposed in particular to section 6 of the bill, which wou 
amend section 603(a) of the Merchant Marine Act, 1936, to forbid the Feder 
Maritime Board to enter into operating-differential subsidy contracts with any 
person having a direct or indirect interest, or having an officer or director who 
has a direct or indirect interest in a person who is a holder of a certificate og 
public convenience and necessity issued under provisions of the other acts listeg 
in the bill, although it is actually impossible to separate section 6 from sections 
1 through 4 of the bill since they are so closely interrelated. The institute hp. 
lieves that these provisions of the bill would impose unnecessary and artifiejg) 
restrictions which could serve only to restrict development and growth of trang. 
portation and which would lead to confusion and chaos in the transportatigy 
industry. 

There does not appear to exist sufficient reason for the prohibitions on owner. 
ship which this bill would impose. Individuals interested in and expert in the 
entire field of transportation would be prevented from serving as officers or diree. 
tors in other branches of the industry and their knowledge and experienc 
would be lost to other areas of transportation. Moreover, many individuals 
would undoubtedly contemplate giving up their positions as directors, and pos. 
sibly as officers, or refuse to accept such positions, in one field of transportation, 
rather than surrender ownership of personal interests in another field. Indeed 
the language of sections 1, 2, 3, 4, 6, and 7 of the bill is so broad as to prohibit 
a company or individual in one of the areas covered from owning a single shar 
of stock in a company in another area affected by the acts involved. 

Not only would the restrictions imposed by the bill prevent individuals frog 
participating in more than one field of transportation, but it would prevent q 
company holding a certificate or contract under one of the acts listed from having 
interests “direct or indirect” in companies holding certificates or contracts under 
other acts. The inevitable effect of this broad limitation would be to hamper 
the normal and logical growth and development of transportation media, indi- 
vidually, and the industry as a whole. In considering transportation from the 
aspect of the person or cargo transported, any unnecessary or artificial restraints 
on the development and coordination of the modes of transportation are bound 
to be detrimental to the national interest and may lead to less efficient and leg 
effective accomplishment of the task involved. They should be studiously 
avoided. 

In addition, the legitimacy of long-established rights and interests cannot he 
overlooked. There are many organizations and individuals with interests in 
two or more of the areas of transportation covered by the aforementioned se 
tions of the bill which have been in existence over a long period of years. It 
would be unjust and unwise to enact legislation which could have the effect of 
preventing these organizations from carrying on their established activities in 
which years of effort and large amounts of their resources have been invested. 
Furthermore, legislation, such as this, which would prevent or hamper these con 
tinued operations, would be detrimental to an industry which is so vital to the 
national welfare and prosperity. 

We ask that this letter be incorporated in the record of S. 452. 

Respectfully, 
ALVIN SHAPIRO, Vice President. 


MepForD, Orga., June 1, 1959. 


Senator WAYNE MokrsgE, 
Senate Office Building, Washington, D.C.: 

To remove transportation restrictions, maintain free competition, and provide 
best possible service and rates to shipping public we endorse S. 1353, 8. 1354, 
S$. 1855, and ask your support toward passage of these bills. 

MEDFORD PEAR SHIPPERS ASSOCIATION, 
H. A. HoitMes, Chairman. 
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PHOENIX WHOLESALE LUMBER SERVICE, 
Phoeniaz, Ariz., June 4, 1959. 
Re §. 1353, S. 1354, S. 1855, and 8. 452 


Hon. GEORGE A. SMATHERS, 
chairman, Subcommittee on Surface Transportation, Committee on Interstate 
and Foreign Commerce, U.S. Senate, Washington, D.C. 

Deak SENATOR: I want to voice my approval of the foregoing bills pending be- 
fore your subcommittee insofar as they relate to transport diversification. 

Frankly, I see no logical reason why the railroads should not be permitted to 
fully engage in the transportation business. After all, they are supposed to carry 
persons and property ; yet because of outmoded, restrictive laws and regulations, 
they are denied the right to be carriers in the full sense of the word. 

lam aware of the bugaboo of monopoly, but I think it is without substance. I 
can't conceive of any carrier controlling the transportation market. Congress, 
the Interstate Commerce Commission, and industry itself are all alerted to this 
so-called monopoly, and with the intense competition for the shippers’ business, I 
fail to see any likelihood of one company cornering the transportation business. 

Furthermore, I cannot visualize the disappearance of the many sound and 
stable trucking firms now in operation just because someone else is permitted 
to enter that field. 

Railroads do not now have a monopoly on the transportation business, nor will 
they under a diversification program. There is just too much competition in 
the industrial world to result in any such monopoly. It must be remembered 
that the trucking industry can enter the railroad field, the water shipping in- 
dustry—and do so without any restrictions insofar as circumscribing laws are 
concerned prohibiting trucking industry from engaging in other forms of trans- 
portation. 

I think the railroads should have the same right; let the railroads be carriers 
of property by whatever means the shipper selects. It makes commonsense to 
me. I urge your support of the legislation now before your committee, and ask 
that this letter be part of the official record. 

Yours very truly, 
JERRY I. PERSON. 


NATIONAL SLAG ASSOCIATION, 


Washington, D.C., June 8, 1959. 
Hon. Georce A. SMATHERS, 


Chairman, Surface Subcommittee, 
Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C. 


Deak SENATOR SMATHERS: The Transportation Committee of the National 
Slag Association, being concerned with matters of transportation, freight rates, 
etc, has had under study, Senate bills 1353, 1354, and 1355, introduced by Sen- 
ator Butler March 10. These bills have for their purpose, the freeing of the 
bonds which tend to prevent equity in the field of transportation. 

As shippers of a bulk commodity, and depending heavily on common carriage, 
we feel that these acts enabling the railroad industry to free itself of legislative 
shackles so that it may avail itself of technological developments and economic 
advantages in the field of public transportation, will prove of vast benefit to our 
industry as shippers and receivers of freight. 

Undoubtedly your investigation has developed many of the same points of 
advantage to the shipping public as we have developed in our own investigation, 
hence, a report to you at this point would serve no particularly useful purpose. 

Suffice it to say, it is the firm belief of the officers and members of our asso- 
ciation, that the best interests of the country would be served by the passage 
of the Butler bills. 

If you would favor us by having this letter included as a part of the official 
record of the hearings which will be held later this month, it will be very much 
appreciated. 

Respectfully, 
E. W. BAUMAN, 
Managing Director. 
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3ROWN & WILLIAMSON TOBACCO Corp,, 
Louisville, Ky., June 15, 1959. 
Hon. GEeorGE A. SMATHERS, 
Chairman, Subcommittee of the Senate Committee on Interstate and Foreign 
Commerce, Senate Office Building, Washington, D.C. 


Dear Sir: My name is A. J. Kneessy. I am traffic manager of the Brow, 
& Williamson Tobacco Corp., with head office at 1600 West Hill Street, Louis. 
ville, Ky. 

I desire to take this opportunity to make known my views with respect ty 
Senate bills S. 1353, S. 1354, and 8S. 1355. 

I do so because I hold that when it comes to questions pertaining to the trans. 
portation industry, the well-being of the economy, as a whole, transcends in jp. 
portance not only the well-being of the transportation industry, as it functions 
today, but also, the well-being of the people who have invested capital in gyej 
facilities, particularly when those in the latter category have an understandable 
but not necessarily unselfish desire to advocate certain Concepts and _ policies 
purely from the standpoint of what is best for them. 

Transportation, unlike many commodities, cannot be stockpiled when the 
price is right, and then used as required. It can only be purchased on a more 
or less daily basis as the need for transportation service arises, and then, ag 
far as most purchases of transportation are concerned, under rates specifically 
provided for in tariffs on file with the regulatory agencies. , 

While the forces of competition among the various modes of transportation, 
over a period of time, do influence to some degree, the level of the charges we 
must pay for our transportation requirements, the hard fact of the matter js 
that the overall level of our freight and distribution bill is influenced primarily 
by the degree to which the various methods of transporting this country’s 
commerce are employed to the best interests of the economy as a whole, not to 
the best interests of a particular mode of transportation. 

In some fields of endeavor greater emphasis is placed on the relationship of 
rates from various sources of supply of a particular raw commodity, or the 
relationship of rates on a particular commodity from all sources of supply to 
a particular market, than on the actual level of the freight charges paid. 

This, from the standpoint of the welfare of individual produers of certain ray 
or finished materials, might be all right, but the fact of the matter is that the 
overall level of this country’s freight and distribution bill must be the prime 
consideration, because every dollar needlessly spent for transportation makes 
for inflation just as much as does every dollar needlessly spent for work not 
done. 

Furthermore, every dollar needlessly spent for transportation reduces the 
overall dollars available for the purchase of this country’s production, and every 
dollar spent needlessly for a service, rather than for the products of this cou 
try, has an adverse effect on the demand for the products of the entire economy, 
and that, in turn, must have an adverse effect on our overall level of employ: 
ment and income. 

When we call upon transportation agencies to move our products from me 
point to another, we expect that transportation agency to perform the required 
service expeditiously, safely, and as economically as possible. 

It really is and should be of little concern to my company or to me ast 
whether the required service is performed in rail movement; via motor vehicle; 
via the inland waterways, or via mule team. The means used to transport ow 
tonnage is not the prime consideration. The major considerations are the quality 
of the service, the condition of our material when delivered at destination, and 
what we have to pay for the service received. 

As a matter of fact, if the utilization of two or more modes of transportation 
in the movement of our tonnage will produce better service, result in less damage 
and cause the required transportation service to be performed at a lower cds 
that is exactly what we want, and is exactly what everyone else should want 

These desirable results, however, can be obtained only if organizations engage 
in the transporting of this country’s commerce can play the role of purveyor 
of transportation, rather than that of a railroad, a motor carrier, a water cit 
rier, a pipeline, or an airline. 

Therefore, I must declare myself in favor of Senate bills S. 133, S. 134 and 
8S. 185. 





ta 
tr 
H 
th 


tr 
th 
oc 
mi 
th 


be 
tr 
cit 
be 
th 
) 


’ 
{ 


wl 
re} 
ine 
01 
’ 
ow 
tio 
£aj 
ty] 
to 
lut 
pal 
its 
] 
dis 
tod 
] 
by 
inh 
sta 
car 
no 
7 
the 
me 
con 
at 
eve 
pay 
I 
mol 
car 
nec 
por 
reg 
typ 
Q 
of 
sur 
tral 
as j 
it y 
S 
Iw 





eign 


OW] 
Mis. 


t to 


ang. 
| im- 
ions 
such 
Able, 
icies 


the 
nore 
l, ag 
cally 


tion, 
S we 
er is 
arily 
itry's 


ot to 


ip at | 


r the 
ly to 


| Taw 
t the 
rime 
rakes 
K not 


s the 
every 
coun 
10my, 
iploy- 


i one 
juired 


as to 
hicle; 
t our 
uality 
1, and 


tation 
image 
r cst, 
ant. 

gaged 
veyors 
rT cal 


54 and 


COMMON OWNERSHIP BY REGULATED CARRIERS 87 


I, of course, am well aware of the fact that opponents of these bills no doubt 
take the position that if the railroads were allowed to become purveyors of 
transportation, that: would reduce competition in the transportation industry. 
Have we, however, in the last 10 years or so, actually had true competition in 
the transportation industry ? s 

To be sure, there has been a keen contest on the part of the various modes of 
transportation for the privilege of handling the country’s commerce, but 
the fact of the matter is that since June 20, 1946, not only did the I.C.C. on 16 
occasions authorize the railroads to increase the level of their rates, but the 
motor carriers, sooner or later, took steps to reflect the selfsame increases in 
their rate structure. 3 ' : 

To be sure, the impact of these repeated rate increases in many instances has 
peen offset to some degree by rate adjustments made by individual modes of 
transportation, in an effort to increase their overall share of the available inter- 
city tonnage, but then, on the other hand, small shipments in many areas have 
been saddled with increases in rates in excess of those increases specifically au- 
thorized by the I.C.C. in Ex parte proceedings from June 20, 1946 to September 
9, 1958, inclusive. ; ; 

When public utilities, such as the transportation agencies, regardless of 
whether all known means of transportation are used in the best manner possible, 
repeatedly can apply to and receive from the regulatory agencies, authority to 
increase freight rates, do we then have in the transportation industry true 
competition, or do we instead, have cartelization? 

To be sure, we live in a competitive economy, but when it comes to privately 
owned public utilities, such as are the transportation agencies, the transporta- 
tion industry is the only privately owned publie utility where the agencies en- 
gaged in a public service are not allowed to offer the public more than one 
type of service, where the surplus facilities undoubtedly have caused the economy 
to be burdened with a higher overall freight and distribution bill than is abso- 
lutely necessary, and where it is made too difficult for each transportation com- 
pany, within at least its managerial discretion, to make available to the public 
its ability to perform a transportation service at a lower cost. 

In other words, one is left with the feeling that too much concern has been 
displayed over the well-being of all of the transportation companies in operation 
today, and not enough for the well-being of the economy as a whole. 

Each type of transportation facility enjoys inherent advantages not enjoyed 
by others, but no one type of transportation universally enjoys a particular 
inherent advantage over all other types of transportation. Under certain ¢cireum- 
stances, commerce can be moved more economically via rail than it can by motor 
arrier. Under other circumstances, the transportation service can be performed 
more economically via motor carrier than via rail. 

The only way the economy can hope to enjoy to the fullest degree possible 
the capabilities of all known methods of moving commerce is for one instru- 
mentality, acting as a purveyor of transportation, to have the authority to move 
commerce in the manner in which it knows the required service can be performed 
at the lowest possible cost, all with the purpose of having such lower costs 
eventually reflected in the level of the freight charges which the economy must 
pay for its transportation requirements. 

If, as I truly believe, sould be allowed, a transportation agency desires to use 
more than one mode of transportation to move the commerce entrusted to its 
care, 1 do not believe it automatically should be granted a certificate of public 
necessity and convenience. We already have in this country a plethora of trans- 
portation facilities. Instead, it should be required, subject to the approval of the 
regulatory agencies, to purchase or merge its operations with that of some other 
type of agency. 

Quite possibly, this, in some instances, would have an adverse effect on some 
of the transportation instrumentalities in operation today, but sooner or later, 
surplus facilities in the transportation industry, or surplus capital invested in 
transportation facilities and agencies must be eliminated, in the same manner 
as it has been, down through the years, in every other field of endeavor, and as 
it was done, rather radically, within the railroad industry, during the 1930's. 

Sooner or later, what is best for the economy in the long run must prevail. 
I will appreciate your making this a part of the reeord of the hearing. 

Respectfully yours, 
A. J. KNEEsSyY, Trafic Manager. 
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OREGON RAILROAD COMMITTEE, 
Portland, Oreg., July 28, 1959, 
Hon. Wayne Mokssr, 
U.S. Senator, 
Senate Office Building, Washington, D.C. 

DeaR SENATOR MORSE: We are enclosing some valuable statistics on why we 
believe that the railroads of the United States should be permitted to diversi 
their operations and ownership, the same as our neighboring country Canada j; 
now doing. We are enclosing copies of statistical data showing the imports 
from Canada to the United States and note that they amount to some $3 billig 
for 1957. 

We are also enclosing a list of Canadian Pacific Railway traflic offices, witp 
officials from that company. These offices are located in all the large Cities o 
the United States. We are giving you also an “Outline of the Canadian Pacific 
Railway Co.” showing their diversified ownership, consisting of railroads, air. 
lines, steamship lines, truck lines, barge lines and commuter service lines. Yoy 
will note that they also have “piggyback” service The fact is that they are doing 
an outstanding job of transportation and are, in some instances, in competition 
with the railroads of the United States. We are enclosing a photocopied picture 
of some of their operations 

We wish to call your attention to the fact that Canada now produces aboy 
the same kinds of commodities as does the United States: agricultural, lumber. 
ing, mining, and manufacturing. It is not hard to understand that much of this 
could very well be in competition with the producers of this country; and, cer. 
tainly, the transportation agencies of the United States should be put on an equal 
footing so that the shippers may have the benefit of this diversification ag ty 
its service and economic advantages 

We therefore urge you to support S. 1353, S. 1354, and S. 1355, and H.R. 7960, 
H.R, 7961, and H.R, 7962, to give this much needed relief to our citizens of thy 
country. 

May we ask that you make this letter and the enclosures a part of your con- 
mittee hearings and report? 


Sincerely yours, 
J. D. Supwss. 


CANADIAN Paciric RAILWAY 
TRAFFIC REPRESENTATIVES, PASSENGERS AND FREIGHT 
CANADA, UNITED STATES, BERMUDA, CUBA, HAWAII, ALASKA, AND JAMAICA 


Atlanta 3, Ga.: Room 807-9, Citizens & Southern National Bank Building, Tel. 
JAckson 4-3866: H. F. Nelson, District Passenger Representative. 

Boston 16, Mass.: 

500 Little Building, 80 Bolston Street, Tel. HAncock 6—-7441; R. G. William 
son, General Agent, Passenger Department. 

1100 North Station Industrial Building, Boston 14; R. A. Hasenstab, General 
Freight Agent. 

150 Causeway Street, Boston 14, Tel. LAfayette 3-1260; A. R. Miller, Foreign 
Freight Agent. 

Buffalo 2, N.Y.: 305 Buffalo Industrial Bank Building, 17 Court Street; A.C 
Nieman, General Agent, Passenger Department, Tel. CLeveland 0102-0; 
R. MacArthur, District Freight Agent, Tel. CLeveland 2880. 

Calgary, Alberta : Canadian Pacific Station, Tel. 281-222; A. K. Stewart, District 
Passenger Agent. 

Chicago 5, Ill. : 

39 South La Salle St., Tel. ANdover 3-5940; J. J. Trainor, General Ageti, 
Rail Passenger Department; R. Stetter, General Agent, Steamship Pat 
senger Department. 

2040 Board of Trade Building. Chicago 4, Ill., Tel. WEbster 9-3100; H. Stock 
dale, Assistant Freight Traffic Manager; T. E. Reuter, General Freight 
Agent; W. G. Wiley, Assistant General Freight Agent; S. H. Garrod, For 
eign Freight Agent; M. D. Dowd, District Freight Agent. 
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Cincinnati 2, Ohio: 

908 Dixie Terminal Building, Tel. MAin 1-1228; L. P. Dooley, General Agent, 
Passenger Department. 

918 Dixie Terminal Building, Tel. CHerry 1203; I. M. Kiley, District Freight 
Agent. 

Cleveland 14, Ohio: _ 

1088-39 Union Commerce Building, Tel. TOwer 1-1071; E. A. Kenney, Gen- 
eral Agent, Passenger Department. 

1315 Terminal Tower Building, Cleveland 13, Tel. SUperior 1-4616; H. L, 
Young, District Freight Agent. 

Dallas 1, Tex.: 1026 Kirby Building, Tel. Riverside 74777; M. G. Mulroney, 
Passenger Representative; A, &, Gorman, District Freight Agent, Tel. STerling 
5162. 

Detroit 26, Mich. : 

1249 Washington Boulevard, Tel. WOodward 3-7820; F. F. Hardy, General 
Agent, Passenger Department. ; ; 

2243 National Bank Building, Tel. WOodward 3-7820; G. C, Mensing, General 
Freight Agent; G. H. Creighton, Foreign Freight Agent. 

Edmonton, Alberta: 

Canadian Pacific Building ; E. C. Johnson, City Passenger Agent, Tel. 25-251; 
W. E. Hogg, District Freight Agent, Tel. 43-151; G. R. Swalwell, General 
Agent, Steamship Passenger Department, Tel. 25-675. 

Fort William, Ontario: 

108 South May Street, Tel. 22-742: W. E. Edwards, City Passenger Agent. 
Canadian Pacific Station, Tel. 3-3419; W. J. Grant, District Freight Agent. 

Halifax, Nova Scotia: 38x Barrington Street; K. H. Ott, General Agent, Tel. 
3-8326; C. S. Clancy, District Freight Agent, Tel. 3—8321. 

Hamilton, Bermuda: Harnett & Richardson, Agents. 

Hamilton, Ontario: 

4 King Street West; R. F. Shepherd, City Passenger Agent, Tel. JAckson 
7-3886. 
32 James Street South; K. C. Walker, District Freight Agent, Tel. 7-6638. 

Hartford 3, Conn.: 410 Asylum Street, Tel. 2—-2305; J. A. Sullivan, District 
Freight Agent. 

Havana, Cuba: Dussaq Co., Ltd., Agents. 

Honolulu, T.H.: Theo. H. Davies & Co., Agents. 

Indianapolis 4, Ind.: 430 Merchants Bank Building, Tel. MElrose 6-8003; L. F. 
McMahon, District Freight Agent. 

Juneau, Alaska: Tel. 224; C. J. Commers, Agent. 

Kansas City 6, Mo.: 608-9 Waldheim Building; J. T. Donohue, District Freight 
Agent, Tel. Victor 2—2235. 

Kelowna, British Columbia: 

Royal Anne Hotel, Tel. 1126; R. J. Light, City Ticket Agent. 
1354 Water Street, Tel. 3210; B. W. Chapman, District Freight Agent. 

Kingston, Jamaica: George & Branday, Agents. 

London, Ontario: 

381 Richmond Street, Tel. 2-1177; F. H. Fox, City Passenger Agent. 
238 Pall Mall Street, Tel. 2-4147; R. H. Brunk, District Freight Agent. 

los Angeles 14, Calif. : 

5380 West Sixth Street; A. D. Macdonald, General Agent, Passenger Depart- 
ment, Tel. MIchigan 8337. 

210 West Seventh Street, Tel. VAndike 9890; J. H. Aylwin, District Freight 
Agent. 

Memphis 3, Tenn.: 925 Exchange Building, Tel. JAckson 5-2233; C. G. Seiss, 
District Freight Agent. 

Milwuakee 3, Wis. : 

217 North Plankington Avenue, Tel. BRoadway 1-2643; Miss D. M. Bliss, 
Passenger Representative, Soo Line. 

1812 Majestic Building, Tel. BRoadway 1-0540; C. Johnson, District Freight 
Agent. 

Minneapolis 2, Minn.: 

708 Second Avenue South, Tel. FEderal 2-3571; R. S. Henry, General Agent, 
Passenger Department. 

1007 First National, Soo Line Building, Tel. FEderal 9-7887 and 9-7888; 
P. D. Pederson, District Freight Agent. 
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Montreal, Quebec: Tel, PLateau 2211; 

Windsor Station, F. Fortier, District Passenger Agent. 

201 St. James Street, West: M. B. Mulroy, General Agent, Rail Passengey 
Department; R. Myers, General Agent, Steamship Passenger Department. 

Board of Trade Building: F. Buchanan, Assistant Foreign Freight Agept. 
L. Greinier, Assistant Foreign Freight Agent. 

485 McGill Street: E. B. Buck, Lumber Traffic Agent; B. A. Lancey, City 
Freight Agent. : 

Nelson, British Columbia : 
Baker and Ward Streets, Tel. 203; A. M. Steele, City Ticket Agent, 
Medical Arts Building, Tel. 5; Harry Whitely, District Freight Agent, 
New Orleans 12, Louisiana: 

730 Hibernia Bank Building, Tel. CAnal 7097 ; C. C. Watson, District Freight 
Agent. 

New York 17, N.Y.: 

581 Fifth Avenue, Tel. PLaza 94488; J. E. Roach, General Agent, Rail 
Passenger Department; F. L. McCloskey, General Agent, Steamship Pas. 
senger Department. 

1544 Woolworth Building, 233 Broadway, New York 7; Tel. COrtlan¢ 
7-0566; T. M. Holland, General Freight Agent; B. A. Scott, Foreign 
Freight Agent. : 

Omaha 2, Nebr.: 

917 W. O. W. Building, Tel. ATlantic 9752; F. H. Pitzl, District Freight 

Agent. 
Ottawa, Ontario: 

83 Sparks Street, Tel. 9-151; C. L. Burpee, General Agent, Passenger De 
partment. 

411 Blackburn Building, Tel. CEntral 2-9483; R. E. Melvin, District Freight 
Agent. 

Philadelphia 9, Pa.: 

Rooms 1036-1038, Fidelity Philadelphia Trust Building, 123 South Broad 
Street; W. J. Holman, District Passenger Representative, Tel. PEnny- 
packer 5-2305; F. T. Foy, District Freight Agent, Tel. PEnnypacker 
5-2516. 

Pittsburgh 19, Pa.: 

648 William Penn Place, Tel. ATlantic 1-2306; M. T. Jackson, District Pas. 
senger Representative. 

1901 Koppers Building, Tel. ATlantic 1-6375; A. Nemenz, District Freight 
Agent. 

Portland 4, Maine: 

121 Maine Central R.R. Building, Tel. 3-1293; P. G. Watts, District Freight 

Agent. 
Portland 5, Oreg.: 

Room 207, American Bank Building, Tel. CApitol 7-2044; E. J. Dahlberg, 
District Passenger Representative. 

Room 205, American Bank Building, Tel. CApitol 2-1697; C. W. Laird, 
District Freight Agent. 

Preston, Ontario: 

King Street, Tel. OLive 3-3224; G. L. Barber, District Freight Agent. 
Prince Rupert, British Columbia: 

3d Avenue, West, Tel. 31; C. W. Young, Agent. 
Quebec, Quebec: 

Palais Station: L. P. St. Hilaire, General Agent, Passenger Department, 
Tel. 2-1306 and 4-5266; Albert Fournier, District Freight Agent, Te. 
2—TO6G3. 

Regina, Saskatchewan: 
CC. P. Station, Tel. 6637; W. E. Clampitt, District Passenger Agent. 
Saint John, New Brunswick: 

10 King Street, Tel. 3-1304-05 and 38-1325: G. Walsh, District Passenger 
Agent. 

St. Louis 2, Mo.: 

Room 1220, Boatmen’s Bank Building, 314 North Broadway, Tel. GArfield 
11-2135; J. J. Brown, General Agent, Passenger Department. 

2051 Railway Exchange Building, St. Louis 1, Tel. MAin 4768; J. C, Wad: 
dell, District Freight Agent. 
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gt. Paul 1, Minn. : 
Endicott Building; R. L. Battleson, City Passenger Agent, Soo Line. 
San Francisco 5, Calif. : 

185 Post Street, Tel. DOuglas 2-0134; E. W. Travis, General Agent, Passen- 
ger Department. 

681 Market Street, San Francisco 5, Tel. GArfield 1-5185; R. J. Calbreath, 
District Freight Agent. 

Saskatoon, Saskatchewan : 
~ 415 Second Avenue, Tel. 4726; Lyle Johnston, City Ticket Agent. 

Canadian Pacific Building; W. H. Dalton, General Agent, Steamship Pas- 
senger Department, Tel. 5675; W. J. Seaton, District Freight Agent, 
Tel. 2-2305. 

Seattle 1, Wash. : 

216 White Henry Stuart Building, Tel. MAin 6275; P. H. 8S. Godden, General 
Agent, Passenger Department. 

515 White Henry Stuart Building, Tel. MAin 8380; A. G. Bower, District 
Freight Agent. 

Skagway, Alaska: 
Tel. 444, White Pas & Yukon Route, Agents. 
Sudbury, Ontario: 

Elgin and Elm, Tel. OSborne 4-4221; E. C. Puddington, District Passenger 

Agent. 
Toronto, Ontario: 

King and Yonge Streets, Tel. EMpire 6—-7411; C. A. Sarsfield, District Pas- 
senger Agent; I’. W. Patterson, City Passenger Agent, Tel. EMpire 6-7411; 
S. R. Baker, General Agent, Steamship Passenger Department, Tel. EM- 
pire 38-9301; L. J. Webb, District Freight Agent, Tel. EMpire 4-1261. 

Vaneouver, British Columbia: 

Canadian Pacific Station, Tel. PAcific 2212; J. M. Alderson, District Passen- 
ger Agent (BCCS). 4384 Hastings Street, West, Tel. PAcific S021; W. S. 
Anderson, General Agent, Passenger Department. 

Canadian Pacific Station, Tel. PAcific 2212; J. R. Stead, Steamship Pas- 
senger Agent; G. H. Hill, District Freight Agent; W. R. McCusker, City 
Freight Agent. 

Vernon, British Columbia: 
Corner Whetham and Barnard Streets, E. Broom, Traveling Freight Agent. 
Victoria, British Columbia: 

1102 Government Street, Tel. GArden 4177; H. Newton, District Passenger 
Agent. 

1102 Government Street, Tel 83-4107; J. R. Dickson, District Freight Agent. 

Washington 5, D.C.: 504 K Street NW., Tel. NAtional 84235-36; J. A. C. Blair 
General Agent, Passenger Department. 

Winnipeg, Manitoba, Main and Portage; C. N. Holt, General Agent, Rail Pas- 
senger Department, Tel. 903-215. G. R. Hayden, City Passenger Agent, Steam- 
ship Passenger Department, Tel. 928-854. H. V. Hamlin, City Freight Agent. 


TRAFFIC REPRESENTATIVES—PASSENGER AND FREIGHT 
EUROPE 
Harry Arkle, European General Manager, Trafalgar Square, London, W.C. 2, 
England 


E. 8. Spackman, European Passenger D. B. Watson, European Freight Man- 
Manager. ager. 

J.W. H. Townshend, General Passenger R. R. James, General Freight Agent. 
Agent. 

Amsterdam, Holland: Leidschestraat, 5; Reisbureau Lissone, Lindeman N.V. 

Antwerp, Belgium : 42 Place de Meir; C. G. Bunker. 

Athens, Greece: Stadium Street 59b; A. Bedrossian. 

Basle, Switzerland : Centralbahnplatz % ; Wm. Muller & Co., Ltd. 

Belfast, Ireland : 43 Arthur Street ; B. E. Sayers. 

Berne, Switzerland : Bubenbergplatz 9; Kehrli & Oeler. 

Birmingham, England: 4 Victoria Square; A. S. Craig, Herbert Jones. 

Bremen, Germany : Am Wall 102; H. S. Richardson, G. W. Evans. 

Bristol, England : 18 St. Augustine’s Parade; H. McBride, W. E. Jury. 
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Montreal, Quebec: Tel, PLateau 2211; 

Windsor Station, F. Fortier, District Passenger Agent. 

201 St. James Street. West: M. B. Mulroy, General Agent, Rail Passenger 
Department; R. Myers, General Agent, Steamship Passenger Department, 

Board of Trade Building: F. Buchanan, Assistant Foreign Freight Agent: 
L. Greinier, Assistant Foreign Freight Agent. 

485 McGill Street: E. B. Buck, Lumber Traffic Agent; B. A. Lancey, City 
Freight Agent. 

Nelson, British Columbia : 
Baker and Ward Streets, Tel. 203; A. M. Steele, City Ticket Agent, 
Medical Arts Building, Tel. 5; Harry Whitely, District Freight Agent. 
New Orleans 12, Louisiana: 

730 Hibernia Bank Building, Tel. CAnal 7097; C. C. Watson, District Freight 
Agent. 

New York 17, N.Y.: 

DS1 Fifth Avenue, Tel. PLaza 99-4438: J. E. Roach, General Agent, Rail 
Passenger Department; F. L. McCloskey, General Agent, Steamship Pas- 
senger Departinent. 

1544 Woolworth Building, 2383 Broadway, New York 7; Tel. COrtlandt 
77-0566; T. M. Holland, General Freight Agent; B. A. Scott, Foreign 
Freight Agent. 

Omaha 2, Nebr.: 

917 W. O. W. Building, Tel. ATlantic 9752; F. H. Pitzl, District Freight 

Agent. 
Ottawa, Ontario: 

83 Sparks Street, Tel. 9-151; C. L. Burpee, General Agent, Passenger De- 
partment. 

411 Blackburn Building, Tel. CEntral 2-9483; R. E. Melvin, District Freight 
Agent. 

Philadelphia 9, Pa.: 

Rooms 1036-1038, Fidelity Philadelphia Trust Building, 128 South Broad 
Street; W. J. Holman, District Passenger Representative, Tel. PEnny- 
packer 5-2305; F. T. Foy, District Freight Agent, Tel. PEnnypacker 
52516. 

Pittsburgh 19, Pa.: 

G48 William Penn Place, Tel. ATlantic 1-2306; M. T. Jackson, District Pas- 
senger Representative. 

1901 Koppers Building, Tel. ATlantie 1-6375; A. Nemenz, District Freight 
Agent. 

Portland 4, Maine: 

121 Maine Central R.R. Building, Tel. 383-1293; P. G. Watts, District Freight 

Agent. 
Portland 5, Oreg.: 

Room 207, American Bank Building, Tel. CApitol 7—-2044; E. J. Dahlberg, 
District Passenger Representative. 

Room 205, American Bank Building, Tel. CApitol 2-1697; C. W. Laird, 
District Freight Agent. 

Preston, Ontario: 

King Street, Tel. OLive 3-3224; G. L. Barber, District Freight Agent. 
Prince Rupert, British Columbia : 

3d Avenue, West, Tel. 31; C. W. Young, Agent. 
Quebec, Quebec: 

Palais Station: L. P. St. Hilaire, General Agent, Passenger Department, 
Tel. 2-13806 and 4-5266; Albert Fournier, District Freight Agent, Tel. 
2-7063. 

Regina, Saskatchewan: 
C. P. Station, Tel. 6637; W. E. Clampitt, District Passenger Agent. 
Saint John, New Brunswick: 

40 King Street, Tel. 3-1804-05 and 3-1325; G. Walsh, District Passenger 
Agent. 

St. Louis 2, Mo.: 

Room 1220, Boatmen’s Bank Building, 314 North Broadway, Tel. GArfield 
1—2135; J. J. Brown, General Agent, Passenger Department. 

2051 Railway Exchange Building, St. Louis 1, Tel. MAin 4768; J. C, Wad- 
dell, District Freight Agent. 
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St. Paul 1, Minn.: 
Endicott Building; R. L. Battleson, City Passenger Agent, Soo Line. 
San Francisco 8, Calif. : 

185 Post Street, Tel. DOuglas 2—-0134; E. W. Travis, General Agent, Passen- 
ger Department. 

681 Market Street, San Francisco 5, Tel. GArfield 1-5185; R. J. Calbreath, 
District Freight Agent. 

Saskatoon, Saskatchewan: 

115 Second Avenue, Tel. 4726; Lyle Johnston, City Ticket Agent. 

Canadian Pacific Building; W. H. Dalton, General Agent, Steamship Pas- 
senger Department, Tel. 5675; W. J. Seaton, District Freight Agent, 
Tel. 2-2305. 

Seattle 1, Wash.: 

216 White Henry Stuart Building, Tel. MAin 6275; P. H. S. Godden, General 
Agent, Passenger Department. 

515 White Henry Stuart Building, Tel. MAin 8380; A. G. Bower, District 
Freight Agent. 

Skagway, Alaska: 
Tel. 444, White Pas & Yukon Route, Agents. 
Sudbury, Ontario: 

Elgin and Elm, Tel. OSborne 4-4221; E. C. Puddington, District Passenger 

Agent. 
Toronto, Ontario: 

King and Yonge Streets, Tel. EMpire 6—-7411; C. A. Sarsfield, District Pas- 
senger Agent; F. W. Patterson, City Passenger Agent, Tel. EMpire 6-7411; 
S. R. Baker, General Agent, Steamship Passenger Department, Tel. EM- 
pire 35-9501; L. J. Webb, District Freight Agent, Tel. EMpire 4-1261. 

Vancouver, British Columbia: 

Canadian Pacific Station, Tel. PAcifie 2212; J. M. Alderson, District Passen- 
ger Agent (BCCS). 434 Hastings Street, West, Tel. PAcific 8021: W. S. 
Anderson, General Agent, Passenger Department. 

Canadian Pacific Station, Tel. PAcific 2212; J. R. Stead, Steamship Pas- 
senger Agent; G. H. Hill, District Freight Agent; W. R. McCusker, City 
Freight Agent. 

Vernon, British Columbia: 
Corner Whetham and Barnard Streets, E. Broom, Traveling Freight Agent. 
Victoria, British Columbia: 

1102 Government Street, Tel. GArden 4177; H. Newton, District Passenger 
Agent. 

1102 Government Street, Tel 3-4107; J. R. Dickson, District Freight Agent. 

Washington 5, D.C.: 504 K Street NW., Tel. NAtional S8-4235-36; J. A. C. Blair 
General Agent, Passenger Department. 

Winnipeg. Manitoba, Main and Portage; C. N. Holt, General Agent, Rail Pas- 
senger Department, Tel. 903-215. G. R. Hayden, City Passenger Agent, Steam- 
ship Passenger Department, Tel. 928-854. H. V. Hamlin, City Freight Agent. 


TRAFFIC REPRESENTATIVES—PASSENGER AND FREIGHT 
EUROPE 
Harry Arkle, European General Manager, Trafalgar Square, London, W.C. 2, 
England 


E. 8S. Spackman, European Passenger D. B. Watson, European Freight Man- 
Manager. ager. 

J. W. H. Townshend, General Passenger R. R. James, General Freight Agent. 
Agent. 

Amsterdam, Holland: Leidschestraat, 5; Reisbureau Lissone, Lindeman N.V. 

Antwerp, Belgium: 42 Place de Meir; C. G. Bunker. 

Athens, Greece: Stadium Street 59b; A. Bedrossian. 

Basle, Switzerland : Centralbahnplatz 3%; Wm. Muller & Co., Ltd. 

Belfast, Ireland : 43 Arthur Street; E. E. Sayers. 

Berne, Switzerland : Bubenbergplatz 9: Kehrli & Oeler. 

Birmingham, England: 4 Victoria Square; A. 8. Craig, Herbert Jones. 

Bremen, Germany : Am Wall 102: H. S. Richardson, G. W. Evans. 

Bristol, England: 18 St. Augustine’s Parade; H. McBride, W. E. Jury. 











92 COMMON OWNERSHIP BY REGULATED CARRIERS 


Cherbourg, France: 48 Rue Alfred Rossel; Cherbourg Maritime. 
Copenhagen V. Denmark: Vesterbrogade 6—D: M. Holmgren. 
Dublin, Eire: 118 Grafton Street ; Thomas Cook & Son. 
Dundee, Scotland : 88 Commercial Street ; S. E. Collins. 
Florence, Italy: 7R Piazza Rucellai; Eyre & Humbert. 
Geneva, Switzerland: 1-3 Rue Chantepoulet; Renne A. Leleu. 1 Rue du Mont 

Blanc; Fert & Co. 
Genoa, Italy: Via Martin Piaggio 15; Henry Coe & Clerici. 
Glasgow, Scotland: 159-161 St. Vincent Street; T. Craig, C. L. Crowe. 
Gothenburg, Sweden : Hotellplatsen ; A. B. Nordisk Resebureau. 
Halsingborgs, Sweden: Jarnvagsgatan 25; Halsingborgs Resebyra. 
Hamburg 1, Germany : 
Hallindamm 25, Hapag-Lloyd Reisebuero. 
Helsinki, Finland: 
Etela Ranta 8, Sodra Kaven; Finland Steamship Co., Ltd. 
Lausanne, Switzerland: 
16 Place, St. Francois; Lavanchy & Co. 
La Harve, France: 
5 Place Leon Meyer; J. M. Currie & Cie. 
Lisbon, Portugal: 
47 Rua Bennardino Costa ; James Rawes & Co., Ltd. 
Liverpool, England: 
Pier Head; G. W. Murrelis, H. E. W. Chapman, A, E, Poole. 
London, England: 
Trafalgar Square, London W.C. ; 

R. J. Harden, (General Agent—Passenger), 
F. L. H. Burton, Assistant General Agent. 

30/34 Mincing Lane, E.C. 3; C. B. Gerrard, C. A. Pegg. 
Lugano, Switzerland: 
Piazza Manzoni 8; Danzas & Co., Ltd. 
Luxembourg: 
59 Boulevard Royal, Derulle-Wigreux & Fils. 
Madrid, Spain: 
Calle de Alcala 23; Wagons-Lits/Cook. 
Malmo, Sweden: 
Stortorget 9; A. B. Nordisk Resebureau. 
Manchester, England : 
43 Cross Street; P. Spilsbury, W. Richardson. 
Marseilles, France: 
21 Rue de la Republique, Gellatly, Hankey & Co. (France). 
Naples, Italy: 
Piazza Municipio 84; Gastaldi & Co. 
Paris, France: 
24 Boulevard des Capucines; N. E. Spencer. 
Prague 3, Czecho-Slovakia : 
Na Prikope 18; Cedok. 
Rome, Italy: 
Via Campania 31; Henry Coe & Clerici. 
Rotterdam C, Holland: 
Erasmushuis 102, Coolsingel ; I. L. Jones. 
Southhampton, England: 
Brazil Road, Old Docks; J. J. Goodwin. 
Stockholm, Sweden : 
Drottninggatan 29 ; Thos. Cook & Son. 
Tel Aviv, Israel: 
11 Achad Ha’am Street; ‘Trava” (Israel) Ltd. 
The Hague, Holland: 
Groenmarkt 22; Reisbureau Lissone—Lindeman, N.V. 
Vienna 1, Austria: 
Kartnerring 5; Wagons-Lits. 
Zurich, Switzerland : 
Bahnhofplatz; A. Kuoni 8. A. 














COMMON OWNERSHIP BY REGULATED CARRIERS 93 


AUSTRALIA 


N. R. McMorran, Traffic Manager for Australia, Union House, 247 George Street, 
Sydney, N.S. W. 

H. F. Boyer, District Traffic Manager, Dominion Chambers, 59 William Street, 

Melbourne, Australia. 

Adelaide, Australia: Macdonald, Hamilton & Co. 

Brisbane, Australia, Macdonald, Hamilton & Co. 

Fremantle, Australia : Macdonald, Hamilton & Co. 

Hobart, Tasmania: Union 8.8. Co. of New Zealand, Ltd. 

Launceston, Tasmania: Union S.S. Co. of New Zealand, Ltd. 

Melbourne, Australia: Union 8.8. Co. of New Zealand, Ltd. 

Perth, Australia : Macdonald, Hamilton & Co. 

Sydney, Australia: Union S.S. Co. of New Zealand, Ltd. 


NEW ZEALAND 


A. W. Essex, Traffic Manager for New Zealand, Union House, 32-34 Quay Street, 
Auckland, N.Z. 
E. S. Prentice, District Representative, 21 Brandon Street, Wellington, N.Z. 


Auckland, N.Z.: Union 8.8. C 0. of New Zealand, Lt. 
Christchurch, N.E.: Union S.S. Co. of New Zealand, Ltd. 
Dunedia, N.Z.: Union 8.8. Co. of New Zealand, Ltd. 
Suva, Fiji: ae S. Co. of New Zealand, Ltd. 
Wellington, N.Z.: Union S.S. Co. of New Zealand, Ltd. 


THE ORIENT 


D, C. Miller, Traffic Manager for the Orient, Canadian, Pacific Steamship, Ltd., 
opposite Blake Pier, Hong Kong. 

Manila, P.I.: Smith, Bell & Co., Ltd. 

Singapore Colony of Singapore: Boustead & Co., Ltd. 

Tientsin, China: Jardine, Matheson & Co., Ltd. 

Yokohoma, Japan: 21, Yamashitaho; Jardine, Matheson & Co., Ltd. 


CANADIAN PACIFIC EXPRESS CO. 


IcMahon, President and General Manager, Toronto, Ont. 
F. A. Doyle, Gen. Superintendent (East Lines), Toronto, Ont. 

. Johnson, General Supt. (Prairie District), Winnipeg, Man. 
R. R. Taylor, General Supt. (Pacific District), Vancouver, B.C. 
K. H. Newinger, General Supt. (Toronto District), Toronto, Ont. 
V 
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G. E. Grant, Comptroller, Toronto, Ont. 

ie 'k Braven, Traffic Manager, Toronto, Ont. 

J. S. Crawford, Treasurer, Toronto, Ont. 

A. R. Kere, Manager, Foreign Department, Montreal, Que. 
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AN OUTLINE OF THE CANADIAN PACIFIC RAILWAY Co. 


Conceived in 1880 to weld the confederation of Canada by joining together 
its farflung provinces, the Canadian Pacific Railway Co. is now the world’s 
greatest transportation system. 

More than just a railway, Canadian Pacific owns, operates, and manages a 
large fleet of ocean, coastal, and inland water vessels; an airline; a large 
group of hotels across Canada; a worldwide express service and a huge com- 
munications network. 

Formed 13 years after confederation to connect the province of British Co 
lumbia with eastern Canada by hurdling the forbidding Rocky Mountains and 
spanning the then uninhabited prairies—at a time when the country was faced 
with the threatened secession of British Columbia from the union—the C.P.R. 
acquired several incomplete sections of track laid in earlier days by Government 
agencies and in 5 years of arduous construction completed Canada’s first trans- 
continental rail line. 
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Spurred by men of vision, such as George Stephen, later to become Lord Mount 
Stephen, the first president of the railway company, Donald Smith (later Lord 
Strathcona), and personally led by Sir William Van Horne, then general man- 
ager, later chairman and president, the construction men welded Canada’s east 
and west coasts with a steel band. 

The first transcontinental train left Montreal for the British Columbia set- 
tlement of Port Moody on June 28, 1886, just a little more than 6 months after 
the driving of the famed “last spike” at Craigellachie, B.C., on November 7, 
1885. 

At first, as the railway drove westward over the prairies and through the 
tortuous passes of the Rockies, dire forecasts of impending disaster were made 
by many for the road had no goods or passengers to transport through the 
sparsely settled regions it served. Undaunted, the nation builders made plans 
for creating traffic. 

In 1887, a fleet of three ships was chartered to bring tea and silk from the 
Orient to Canada’s west coast to provide eastbound freight for the new trans- 
continental railway. 

These three ships were the forerunners of the great “White Empress” fleet 
of the Canadian Pacific. The hotels and teahouses established in the Canadian 
wilderness to entice early travelers have since grown into a chain of year- 
round hotels and palatial summer resorts. 

The Canadian Pacific brought settlers from the United Kingdom and Europe 
to settle the untenanted plains, and irrigation schemes supervised by the com- 
pany made veritable gardens out of some arid and once unproductive regions. 

Telegraph services, first used for train dispatching, were made available to 
settlers of the prairies and in fact to all of Canada. Today these same commu- 
nication lines, since vastly augmented and improved, are used for radio broad- 
casts, telephone communications, and television networks. As Canada expanded, 
Canadian Pacific added allied services to complement its rail facilities, and these 
related activities have helped Canada, both in peace and war. 

During the First and Second World Wars, when Canada stood behind the 
mother country in the battle to maintain world freedom, the railway and its 
steamships provided much needed transportation for troops and supplies. 

Company shops turned out tools of war—shells, tanks, naval guns, and en- 
gines. Canadian Pacific’s vessels saw service on all the seven seas as troop 
transports, armed merchant cruisers, and Admiralty supply and mother ships. 

During the Second World War, Canadian Pacific operated the first efficient 
transatlantic bomber ferry service which was later taken over by the R.A.F. 
Canadian Pacific Air Lines later operated flying schools as part of the British 
Commonwealth Air Training Plan. 

In Canada, Canadian Pacific comprises more than 17,000 miles of railway and 
owns or controls another 5,000 miles of track in the United States. 

Dieselization of the C.P.R. began in 1943 and has played an important role 
in improving efficiency of operations. 

Extensive dieselization of passenger and freight operations has been made 
throughout the system, including yard and terminal operations. The company 
plans complete dieselization by 1961. 

Introduction for transcontinental service in 1955 of stainless steel passenger 
train units, including the popular scenic-dome cars, was a giant step forward 
in the company’s policy of providing modern, fast, and efficient service to its 
travelers. 

The Canadian Pacific’s crack passenger train, “The Canadian,” an all-stainless 
steel streamliner, spans the nation in 70 hours, providing luxury service. 

A $13 million hump-retarder freight yard, the first of its kind in Canada, was 
built in Montreal as a major step in marshaling yard modernization. Auto- 
matic switching and braking enable the cars of a train to be sorted out swiftly 
and effiiciency. 

Canadian Pacific has experienced an increasing demand for its piggyback 
services by which highway trailers are carried from city to city on flatcars. 
This service was started originally for hauling company trailers but was ex- 
tended in 1957 and made available to licensed “for hire” truck operators. Grow- 
ing importance of this type of traffic was recognized in 1957 by creation of a 
separate piggyback department. 

In western Canada, Canadian Pacific Transport Co. has been operating an 
integrated piggyback service since 1954. In 1958, Canadian Pacific acquired a 
controlling interest in Smithsons Holdings Ltd., owners of Smith Transport 
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Ltd., largest trucking company in Canada, whose highway transport operations 
and affiliations extend in eastern Canada from Nova Scotia to Manitoba. 

Automatic teletype recorder car tracing systems have been installed to record 
the flow and improve efficiency of freight train movements over busy sections 
of the line. 

Canadian Pacific application of integrated data processing—I.D.P.—is more 
extensive than that of any other railway in the world. I.D.P. involves collect- 
ing data from widely separated points and transmitting it to a central location 
where the large electronic processing units are installed. Canadian Pacific’s 
unit—the I.B.M. 705-—began operation early in 1957. 

Not only are great benefits and economies being derived from the simpler 
processing of paperwork, but a vast amount of new information useful in 
managerial decisions is available at speeds hitherto impossible—all of which 
play an integral role in the more efficient and economic operation of business, 
and service to customers. 

In ocean travel the company had its first Empresses operating on the Pacific 
travel lanes as early as 1892. When the Second World War broke out in 1939, 
Canadian Pacific provided the British Admiralty with 18 ocean steamers, a total 
gross tonnage of 324,738, of which 10 were lost. 

Since the war, Canadian Pacific has had constructed two 25,500-ton liners for 
the Atlantic service and has ordered a third, 27,500 tons, ship for delivery in 1961. 

The Empress of Britain was placed in service in the spring of 1956, and 
her sister ship, the Empress of England, entered transatlantic service in April 
1957. Specially designed for the Canada-United Kingdom service, each has 
accommodation for 150 first-class and 900 tourist passengers. 

Since war’s end four 10,000-ton Beaver class fast freight ships have been 
built. Two more vessels were purchased from the British Government and one 
from another steamship company to bring the total number of Beavers to seven. 
All vessels in service named “Beaver” operate between Canada, U.K., and 
continental ports. They are Beaverdell, Beavercove, Beaverburn, Beaverglen, 
Beaverford, Beaverlake, and Beaverlodge. 

In anticipation of the opening of the St. Lawrence Seaway, the company 
started a transatlantic-Great Lakes freight service in 1957 and by 1958 had 
four small vessels under charter. 

Canadian Pacific’s British Columbia Coast Steamship service operates on 
the Pacific coast, bridging Nanaimo, on Vancouver Island, and Vancouver and 
also serving Victoria, Seattle, and Alaska. 

Canadian Pacific also operates cargo and passenger ships on the Great Lakes 
and on the Bay of Fundy between Saint John, New Brunswick, and Digby, Nova 
Scotia. 

Canadian Pacific Airlines was formed in 1942 through the amalgamation of 
10 smaller Canadian airlines which were experiencing operational difficulty 
due to excessive competition and lack of capital. 

Canadian Pacific now operates 10,450 miles of domestic air routes, including 
the Vancouver, Winnipeg, Toronto-Montreal service established in 1959, and a 
north-south network serving Canada’s rapidly expanding northwest, and more 
than 36,250 miles of international routes. 

The international service begun in 1949 when Canadian Pacific planes started 
flying between Vancouver and Japan and China, and Vancouver and Australia 
and New Zealand via Hawaii. 

The Orient service now connects with the airlines’ South American service 
at Vancouver to Mexico City, Lima, Peru, Buenos Aires, and Santiago, Chile. 
Canadian Pacific also operates a direct service from Vancouver to Amsterdam, 
called the Trans-Polar route. 

Another CPA international route extends from Mexico City through Toronto 
and Montreal to Lisbon, Portugal, and Madrid, Spain. 

Canadian Pacific maintains a large chain of hotels and summer resorts across 
Canada. Largest is the Royal York in Toronto, the biggest hotel in the British 
Empire. An air-conditioned addition, completed in 1959, brings its capacity to 
1,600 rooms, and adds outstanding convention facilities to provide for the needs 
of an expanding nation. 

The Chateau Frontenac in Quebec City was the site of two wartime Roose- 
velt-Churchill conferences, and also played host to King George VI and Queen 
Elizabeth during their Canadian tour in 1939 and to Queen Elizabeth and the 
Duke of Edinburgh during their Canadian visit in 1951. 
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Other hotels include the Cornwallis Inn, Lakeside Inn, and Digby Pines in 
Nova Scotia; the Algonquin in New Brunswick; the Royal Alexandra in Winni- 
peg; the Saskatchewan at Regina ; the Palliser at Calgary ; famed Banff Springs 
and Beautiful Chateau Lake Louise in the Canadian Rockies; and the Empress 
Hotel at Victoria, B.C. 

Canadian Pacific maintains its own communications branch. Telegraph lines 
were built at the same time as the railway itself was pushing across the nation 
and now worldwide connections are established. The growth of the communi- 
eations facilities has kept pace with that of the railway and of the country itself, 
and the original telegraph service has been extended to include television, radio, 
and telephone. The system comprises some 200,000 miles of facilities. 

Worldwide transportation and financial service is offered by the Canadian 
Pacific Express Co., which operates over land and sea for more than 33,000 
miles. Its organization includes almost 9,000 offices and correspondents in Can- 
ada and abroad. 

In January 1958, the company announced the formation of Canadian Pacific 
Oil and Gas, Ltd., with power to engage in all phases of the discovery, develop- 
ment, operation, and sale of oil, gas and other mineral resources and their 
products on its 11.3 million acres of mineral lands in the Prairie Provinces. 

April 1959. 


(The comments from the Government agencies follow :) 


U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C., July 28, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

DEAR SENATOR MAGNUSON: This is in reply to your request of January 28, 1959, 
for comments on 8. 452, a bill to prohibit the issuance of public certificates of 
necessity and convenience to certain applicants and for other purposes. 

For its purpose the bill divides transportation into five segments, viz: air, 
water, railroad, motor vehicle, and pipeline. Its primary purpose, as we in- 
terpret it, is to prevent any one mode of transportation from having a financial 
interest in or interlocking officers, directors, or employees in any other mode 
of transportation, For example, this would prevent a railroad from forming 
trucklines to replace rail service on branch lines where the traffic is thin and 
rail service is sporadic. Similarly, a railroad would be prevented from substi- 
tuting bus service for rail passenger service where the amount of traffic does not 
warrant continuing rail service. 

The Department recommends that this bill be not approved. 

The interests of the agricultural community make it desirable that any mode 
of transportation be permitted to enter upon any consistent program of substi- 
tution or otherwise, which will reduce cost of operation and the rates charged 
for transportation and increase the efficiency and adequacy of service. It ap- 
pears to us that this bill would prevent the accomplishment of these desirable 
results. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, 
TRUE D. Morss, Acting Secretary. 


Civin AERONAUTICS BOARD, 
Washington, D.C., January 22, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, Senate 
Office Building, Washington, D.C. 

Dear Mr. CHAIRMAN: This is in reply to your letter of January 20, 1959, asking 
the Board for a report on S. 452, a bill to prohibit the issuance of public cer- 
tificates of necessity and convenience to certain applicants and for other 
purposes. 

It appears that the purpose of the bill is to confine labor disputes arising in the 
transportation industry to the segment of the industry in which they arise and 
to prevent them from spreading to or affecting, any other segments. In order 
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to accomplish this objective S. 452 would divide the transportation industry into 
five segments: air transportation, water transportation, railroad transportation, 
motor vehicle transportation, and pipeline transportation. Carriers engaged in 
one mode of transportation would be prohibited from receiving a license to en- 
gage in any of the other modes of transportation. It would be made unlawful 
for the employees of one segment of the industry to interrupt their normal 
operations for the purpose of supporting the activities or objectives of the em- 
ployees of another segment of the transportation industry. Enforcement powers 
would be given to the regulatory bodies of each segment, viz: Interstate Com- 
merce Commission, Federal Power Commission, Federal Maritime Board, and 
Civil Aeronautics Board, with authority to apply to the U.S. district courts 
for injunctive relief. 

The effect of the legislation would be that (1) carriers of one segment of the 
transportation industry would be prohibited from operating in any other seg- 
ment of the industry, and (2) employees of a carrier in one segment of the 
industry would be prohibited from interrupting their normal operations for 
the purpose of supporting the activities or objectives of the employees of a car- 
rier engaged in another segment of the industry. 

As to carriers in one segment of the industry operating in another segment, 
the Board has dealt with this matter in its report to this committee under 
date of July 27, 1959, on S. 1353, S. 1354, and S. 1355, wherein we affirmed our 
support of a transportation policy which seeks the development of air transpor- 
tation independent of other forms of transportation, and which would assure 
the independence of the several forms of transportation. A copy of this report 
is enclosed. 

While the Board continues to endorse the general policy of separating the 
various forms of transportation, we cannot support S. 452 in its present form. 
This bill would impose severe limitations upon all applicants seeking certificates 
of public convenience and necessity including air carrier applicants as well as 
applicants not presently engaged in another form of transportation. Thus, the 
Board would be prohibited by law from awarding a certificate to an applicant 
merely because the applicant or one of its officers or directors had a trivial or 
insignificant interest in an enterprise engaged in another form of transportation, 
The Board is opposed to such an amendment which would supersede in large 
part the provisions of sections 408 and 409 of the Federal Aviation Act which 
were designed to give the Board sufficient flexibility to deal with these problems, 

As to the provisions of the bill which are directed to the activities of em- 
ployees, these involve matters of labor relations which are outside the area 
of the Board’s primary responsibilities under the Federal Aviation Act, and we 
have no comment to make on them. While the Board has on occasion imposed 
certain labor protective provisions for the benefit of employees who may have 
been adversely affected by mergers and consolidations of air carriers approved 
by the Board, the Board is not equipped to deal with labor problems generally 
and they are not within the normal scope of its activities. If the legislation 
should be favorably considered, the Board recommends that the provisions of 
section 5, which place certain enforcement powers in the Board, be amended 
to place such powers in some other agency having responsibility and experience 
in the field of labor relations, 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
JAMES R. DuRFEE, Chairman. 





THE SECRETARY OF COMMERCE, 
Washington, D.C., June 24, 1959. 
Hon, WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This is in reply to your letter of January 20, 1959, 
requesting the views of this Department on S. 452, a bill to prohibit the issuance 
of public certificates of necessity and convenience to certain applicants and for 
other purposes. 

The Department does not favor the enactment of this bill. 

The bill would amend the Interstate Commerce Act, the Merchant Marine 
Act, the Federal Aviation Act, and the Natural Gas Act to prohibit generally 
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the ownership of one form of transportation by persons with interests in an- 
other form. 

At the present time, the regulation of ownership of one form of transportation 
py another is vested in the various regulatory commissions including the Inter- 
state Commerce Commission, the Civil Aeronautics Board, the Federal Maritime 
Board, and the Federal Power Commission, the latter with respect to gas pipe- 
lines. Only one outright statutory prohibition exists; under the Panama Canal 
Act of 1912, railroads are forbidden to own Certain connecting waterway Carriers. 

Ownership of one form of transportation by those interested in another is a 
complex economic issue, not answerable by simple statute, either in the form 
of a prohibition or a general license. In some cases there is undeniable public 
interest in such common ownership, in others the detriment to public interest 
may be equally evident. In the majority of cases, however, the merits may be 
difficult to determine without expert findings in accordance with appropriate 
procedural safeguards and regulatory standards. : : 

It is evident that the vexing problem of common ownership of different forms 
of transportation must be approached in terms of specific advantages and dis- 
advantages from the standpoint of economics and public policy. These may well 
yary considerably from case to case, as well as in general pattern from one trans- 
port industry to another. The administrative tribunals offer the best means of 
dealing in specific terms with the common ownership problem, rather than 
through statutes prohibitory in character. Statutes should be concerned bas- 
ically with the standards under which determinations of common ownership 
shold be made. 

It is probable that the regulatory standards affecting common ownership of 
different transportation facilities are in need of revision. The exact form this 
revision should take requires study, both by the Congress and the administration. 
The problem is listed among those to be studied by the Senate Committee on 
Interstate and Foreign Commerce as authorized in Senate Resolution 303, 85th 
Congress, and Senate Resolution 29, 86th Congress. The President, in his budget 
message for the fiscal year 1960, has directed the Secretary of Commerce to 
conduct a comprehensive study of transportation policy. It would seem inappro- 
priate to enact a statute which might have the effect of prejudging the conclu- 
sions of two official study groups, including that of the Senate committee itself, 

Because the problem of common ownership should be approached in terms of 
appropriate regulatory standards and procedures rather than outright prohibi- 
tions or license, and because this problem may be involved in official transporta- 
tion policy studies by both the Senate and the administration, the Department 
of Commerce opposes the enactment of 8. 452. 

The Bureau of the Budget advises that it has no objection to the submittal 
of this letter. 

Sincerely yours, 
FREDERICK H. MUELLER, 
Under Secretary of Commerce. 


FEDERAL AVIATION AGENCY, 
Washington, D.C., April 6, 1959, 
Hon. WARREN G. MAaGNusoN, 
Chairman, Committee on Interstate and Foreign Commerce 
US. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: This is in reply to your request of January 20, 1959, for 
the comments of this Agency concerning 8. 452, a bill to prohibit the issuance of 
public certificates of necessity and convenience to certain applicants, and for 
other purposes. 

This bill would prohibit certain Federal regulatory agencies from issuing cer- 
tificates of public necessity and convenience to persons for operations in more 
than one segment of the transportation industry. Under its terms, for example, 
the Civil Aeronautics Board would be prohibited from issuing such a certificate 
to any person who has either a direct or indirect interest in a certificate of public 
convenience and necessity issued by the Interstate Commerce Commission, the 
Federal Power Commission, or the Federal Maritime Board. Segments of the 
transportation industry are specifically defined in the bill. There is likewise a 
prohibition against interruptions of the normal operations of one segment of 
the transportation industry by either overt acts or by refusal to act on behalf 
of any individual, person, or carrier primarily engaged in anothe separate segment 
of the transportation industry. 


, 
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Since this bill deals chiefly with matters of an economic and regulatory char- 
acter which come within the jurisdiction of the Civil Aeronautics Board, the 
Federal Aviation Agency has no specific comments to submit. 

Sincerely yours, 
JAMES T. PYLE. 
(Acting for E. R. Quesada, Administrator), 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., January 28, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: Further reference is made to your letter of January 20, 
1959, and enclosure, requesting our comments on S. 452. 

We have no particular information or knowledge of the need for legislation 
of this nature. However, we can perceive of no adverse effect upon the United 
States as a shipper or any impact upon the duties and functions of the General 
Accounting Office in the event of favorable consideration of the bill. Aside from 
the foregoing, we have no comment to make at this time with respect to this 
proposal. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., March 12, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: Your letter of January 20, 1959, requests comments from 
GSA concerning S. 452, a bill to prohibit the issuance of public certificates of 
necessity and convenience to certain applicants and for other purposes. 

GSA’s statutory role in transportation matters under the Federal Property 
and Administrative Services Act of 1949 (63 Stat. 383; 40 U.S.C. 481) involves 
the interests of the Government as a user of transportation services. In that 
limited area the impact of the bill is not considered sufficient to warrant an 
expression of opinion on its merits. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 24, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Deak SENATOR MAGNUSON: Reference is made to your request for a report on 
S. 452, a bill to prohibit the issuance of public certificates of necessity and 
convenience to certain applicants and for other purposes. 

The bill does not appear to relate to any matter within the jurisdiction of this 
Department or to affect any matter upon which the Department would be in a 
position to give helpful information or advice. Accordingly, this Department has 
no comment to offer with respect to the merit of the purpose or provisions of the 
bill. 
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We greatly appreciate your bringing this matter to our attention, and welcome 
the opportunity to submit recommendations on any measure where the activities 
of the Department may possibly be involved, or where its experience may possibly 
be of value. 

Sincerely yours, 
D. Orts BEASLEY, 
Administrative Assistant to the Secretary of the Interior. 


INTERSTATE COMMERCE COMMISSION, 
June 18, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
US. Senate, Washington, D.C. 


DEAR CHAIRMAN MaGnuson: Your letter of January 21, 1959, requesting com- 
ments on a bill, S. 452, introduced by Senator Smathers, ‘To prohibit the issu- 
ance of public certificates of necessity and convenience to certain applicants and 
for other purposes,” has been considered by the Commission, and I am authorized 
to submit the following comments: 

Our comments, which are, for the most part, illustrative rather than exhaus- 
tive, are confined largely to those provisions of the bill which would amend the 
Interstate Commerce Act. 

Generally, S. 452 indicates a purpose to separate the national transportation 
system into five tight compartments (rail, motor, pipeline, air, and water), each 
of which would be insulated from further influence from the others. 

In developing the national transportation system, from the earliest railroads 
as feeders of traffic to the waterways to the latest sea-train,” “piggyback,” 
“fishyback,” and air-motor services, the older forms of transportation have made 
use of the newer instrumentalities of commerce in ways that have promoted 
more efficient operation or improved the public service. We do not believe that 
such use, under regulation, has unduly stifled competition. 

As a preliminary observation, we believe that S. 452 would foster unsound 
and uneconomic transportation conditions; that it would prevent the issuance 
in the future of certificates of public convenience and necessity where there are 
existing lawful relationships among carriers subject to the act; and that it is 
unnecessary because the act presently confers on the Commission ample power to 
consider and determine all questions arising from interrelationships among the 
carriers which might affect the public interest. Specifically, we foresee that the 
effect would be virtually to freeze abandonments and construction by railroads 
or, to escape the freeze, summarily to force divestiture of truck, bus, and water 
carriers, in one or more of which most of the principal railway systems have 
direct or indirect interests. Abandonments would be precluded, because of such 
interests, regardless of waste, disuse of the service, or the burden of losses 
being incurred ; and construction by railroads and extensions by affiliated motor 
and water carriers would be prevented without regard to the needs of the public. 
To escape from the flat prohibition against issuance of future certificates, rail 
and water carriers would be forced to terminate lawful and, in some cases, long- 
standing relationships with motor carriers, which they were encouraged by the 
Commission to establish. See Coordination of Motor Transportation, 182 1.C.C. 
263 (1932). Even the Panama Canal Act (1912), which forced divorcement of 
some water carriers from railroads, permits retention of others, depending upon 
where the water carrier is operated, whether there is any competition or possi- 
bility of competition with the rail line, and whether the water carrier is being 
operated in the interest of the public and with advantage to the convenience 
and commerce of the people. 

Section 1(20) of the act delegates authority to this Commission, upon applica- 
tion, and after hearing, if necessary, among other things, to issue a certificate 
of public convenience and necessity, as contemplated by section 1(18), author- 
izing a common carrier by railroad subject to part I of the act to construct an 
extension of an existing line or a new line of railroad, or to abandon a line of rail- 
road in whole or in part. A number of such railroads control common carriers 
by motor vehicle, some of whose certificates have been issued under section 207 of 
the act. For example, the Santa Fe Railroad and the Santa Fe Transportation 
Co., common carriers by railroad and motor vehicle under parts I and II of the 
act, respectively, are parent and subsidary corporations. Their relationship has 
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existed since before enactment of the Motor Carrier Act, 1935, now part II of the 
act. The Santa Fe Trail Transportation Co. holds certificates as a motor common 
carrier of property, issued partly under the “grandfather” clause of section 
206(a)(1) of the act, partly as a result of unifications approved and authorized 
under section 5(2) thereof, and partly under section 207. Section 1 of §S. 452 
would. prohibit the Commission from issuing to the Santa Fe Railroad, upon 
its application, a certificate authorizing the construction of an extension of its 
rail line, or the abandonment of a branch line, however substantial the proof 
of public convenience and necessity might be, because the Santa Fe Trail holds 
certificates issued under section 207. 

S. 452 does not propose to amend section 1(21) of the act. That section, 
however, permits the Commission, “after hearing, in a proceeding upon com- 
plaint [to] authorize or require by order any carrier by railroad subject to 
this part, party to such proceeding, to extend its line or lines” if the Commission 
finds that the extension is reasonably required in the public convenience and 
necessity. The proposed amendment of section 1(20) would thus be in conflict 
with the power conferred by section 1(21). 

Paragraphs (14) to (16) inclusive of section 5 of the act, as now numbered, 
stem from amendments made thereto by the Panama Canal Act of 1912 and 
the Transportation Act of 1940. Under those paragraphs, the Commission 
may, upon application and after hearing, permit, subject to section 5(2) if 
applicable, the continuance or the institution of a new water service, exclusive 
of operation through the Panama Canal, if the part I rail carrier has a competi- 
tive interest in or control of a water carrier, whether the latter is subject to 
part III of the act or not, if the required showing is made. From time to time, 
more infrequently of late, the Commission has been presented with and has 
approved such applications. In any instance where such relationship exists 
and has been found to meet the statutory criteria, section 1 of S. 452 would, 
in like manner, forbid the issuance to part I rail carriers of certificates author- 
izing extensions, constructions, or abandonments of lines, if the common carrier 
by water holds a certificate issued under section 309(c). In this connection, 
these seems to be no apparent reason for treating a holder of a certificate 
issued under section 309(c) differently than holders of certificates issued under 
section 309(a). 

As we understand section 1 of S. 452, while the issuance of an abandonment 
certificate under section 1(20) of the act might be barred, where the described 
relationship exists, it would still permit, as contemplated by section 13a(1), a 
common carrier subject to part I of the act, after timely public notice, to discon- 
tinue, in whole or in part, “the operation or service of any train or ferry 
operating from a point in one State to a point in any other State.” 

One of the problems of interpreting S. 452 is what meaning is to be given 
to the words “direct or indirect interest” as used in all sections except section 5 
thereof. As to section 1 of the bill, it could mean the ownership of from one 
share to all shares of the outstanding capital stock of the holder of a certificate 
issued under section 207 or section 309(c), or interlocking officers or directors. 

Sections 2 and 7 of S. 452 provide in part, respectively, that the Commission 
may not issue a certificate under section 207 of the act to a motor common 
carrier or under section 309(c) to a water common carrier, if the former has 
the described relationship with a certificate holder (railroad) under section 
1(18) or with a water carrier under section 309(c), and if the latter had such a 
relationship with a certificate holder under section 1(18) or section 207. It 
should be noted in this connection that it is not section 1(18) but section 1(20) 
which confers upon the Commission the power to issue certificates authorizing 
extensions, constructions, or abandonments of rail lines. Section 1(18) prohibits, 
after its effective date, extension, construction, or abandonment unless there have 
first been issued the appropriate certificates. 

The prohibition in section 7 of the bill against the issuance of a certificate 
to a water carrier under section 309(c), if the defined relationship exists, would 
hinder the efforts of the domestic water common earriers subject to part III 
of the act to develop that phase of the industry, particularly those in the 
intercoastal trade. Both the Maritime Commission and this Commission have 
noted in special studies and in annual reports the difficulties facing those 
engaged in or proposing to enter intercoastal transportation by water following 
World War II, during which time vessels were requisitioned for public purposes. 
Incidental costs of sea-land transportation have soared and there have been 
praiseworthy efforts to reduce such expenses in the development of the “roll on— 
roll off” and “lift on—lift off” devices. 
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With further reference to section 5(2) of the act, which relates to unifications 
of carriers, this Commission has for more than 20 years approved and authorized 
the acquisition by rail-owned motor carriers of the operating rights of inde- 
pendent motor common carriers, subject to the purchaser’s use of the acquired 
rights as an adjunct to rail service. Such authority has been granted where 
proof was adduced satisfying the proviso of section 5(2) (b) of the act that 
the acquisition would benefit the railroad in its operations and would not unduly 
restrain competition. The results of such action over the years have been of 
great benefit to a sound transportation system, and to the public, in releasing 
rail cars for strategic use elsewhere in the rail system, in improving efficiency, 
and reducing the cost of handling less-than-carload freight. Enactment of 8S. 452 
would cast serious doubt upon the authority conferred by section 5(2) to 
approve such acquisitions, and no motor common carrier subsidiary of a railroad 
could obtain a certificate under section 207, however much it might be required 
by the present and future public convenience and necessity. Tight compart- 
mentalization of the various modes of transportation as proposed in this bill 
is in our opinion antithetical to the national transportation policy of coordina- 
tion, as declared in the act, of “developing, coordinating, and preserving a 
national transportation system by water, highway, and rail, as well as other 
means adequate to meet the needs of commerce of the United States, of the postal 
service, and of the national defense.’ For this and the foregoing reasons, 
we recommend against enactment of sections 1, 2, and 7 of S. 452. 

We offer no specific comments respecting sections 3, 4, and 6 of the bill since 
they involve matters primarily within the jurisdiction of the Federal Power 
Commission, the Civil Aeronautics Board, and the Federal Maritime Board, 
respectively. Our general observations as to the broad policy considerations 
involved would, however, be equally applicable to those sections of the bill. 

Section 5 of S. 452 is apparently designed to outlaw “secondary boycotts” as 
between the various segments of the transportation industry as defined in para- 
graph (1) thereof. Under paragraph (1) the statutes under which for-hire 
carriers are regulated, viz, the Interstate Commerce Act, the Federal Aviation 
Act of 1958, the Merchant Marine Act of 1936, and the Natural Gas Act of 1938, 
would each be amended to set forth a division of the “transportation industry” 
into five “segments” as follows: air, water, railroad, motor-vehicle, and pipeline. 
Paragraph (2) defines “Commission” as used in the section. In paragraph (3) 
“carriers” falling within any given segment are described as for-hire carriers 
whose basic business consists of for-hire transportation. 

Section 5(4), which spells out the activities prohibited by the section, reads 
as follows: 

“Notwithstanding the provisions of any other statute or law, it shall be unlaw- 
ful for any individual or person or employee or group of employees or organi- 
zation of employees of any carrier primarily engaged in a separate segment of 
the transportation industry to interrupt the normal operation of said separate 
segment of the transportation industry by overt acts or refusal to act if such 
overt acts or refusal to act are due to participation in or support of the activi- 
ties or objectives of any individual or person or employee or group of employees 
or organization of employees of any carrier primarily engaged in any other 
separate segment of the transportation industry: Provided, however, That noth- 
ing herein shall be construed to prevent any individual or person or employee 
or group of employees, or organization of employees of any carrier primarily 
engaged in a separate segment of the transportation industry from promoting 
their own objectives in a lawful manner.” 

Paragraphs (5) and (6) outline procedures for implementing compliance 
with the requirements of the section. The Interstate Commerce Commission, the 
Federal Power Commission, the Civil Aeronautics Board, or the Federal Mari- 
time Board, as the case might be, would be empowered, each within its own 
regulatory area, to conduct hearings, make investigations, and to order such 
action on the part of employees or their organizations as is found to be neces- 
sary to prevent continued violations of the section. The district courts of the 
United States would be authorized, on complaint by the regulatory authority 
alleging violations or disobedience of its order, to issue an injunction o* other 
process, mandatory or otherwise, to restrain such violations or to require 
obedience to its order. Paragraph (7) provides criminal penalties. 

It is noted that sections 5(5) and 5(7) include apparent typographical errors. 
In paragraph (7) (p. 6, line 7), the reference to paragraph (3) probably should 
have been to paragraph (4). Likewise, the two references in paragraph (7) to 
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“part III” (p. 6, line 25 and p. 7, line 3) probably were intended to refer to 
paragraph (4). 

In the light of the contemplated division of the transportation industry into 
five “segments,” the prohibition of paragraph (4) presumably is intended to 
ban labor interference, as between the different “segments” of the industry. 
Thus it appears that a union of motor-carrier employees would not have the 
right, for example, to refuse to handle cargo received from rail or air carriers 
for the reason that labor disputes might be pending between the respective rai] 
or air carriers and their employees, nor would the employees of a water carrier 
be entitled to refuse, because of a dispute between a pipeline operator and its 
employees, shipments which had moved through pipelines to the water terminal, 

We agree in principle with the apparent purpose of section 5 of the bill, but 
believe that its provisions should be administered by an agency charged pri- 
marily with the responsibility of administering and enforcing the labor-manage- 
ment laws. The Interstate Commerce Commission was created by Congress in 
1887 to deal primarily with various relations between the railroads and the 
public. The extension of its authority over other forms of surface transporta- 
tion has been to provide a more stable industry and more satisfactory service 
to the public. On the other hand, Congress traditionally has seen fit to lodge 
authority to deal with rail labor disputes in other agencies such as the Rail- 
road Labor Board which was established by the Transportation Act, 1920, and 
the presently established National Mediation Board. Labor disputes involving 
“hot cargo” and similar clauses for industry in general, including motor-carrier 
transportation, have been or are being handled by the National Labor Relations 
Board under the provisions of the Labor Management Relations Act, 1947, gen- 
erally known as the Taft-Hartley Act. Inasmuch as these agenices have the 
experience and trained personnel to deal with labor-management problems, we 
believe that it would be more logical and desirable to provide that the provisions 
of section 5 shall be administered and enforced by one of these agencies. 

The Commission has found it necessary to deal with specific question of 
whether or not motor carriers, in the withholding of certain services because of 
labor disputes, are fulfilling their obligations under the Interstate Commerce 
Act or the common law. In one comparatively recent proceeding, Galveston 
Truck Line Corp. v. ADA Motor Lines, Inc., T3 M.C.C. 617 (1957), a motor ear- 
rier which resisted demands that it sign a contract with an employees’ organiza- 
tion found that its shipments were being refused, at the behest of union officials, 
by connecting motor carriers. The “boycott” later was discontinued, apparently 
as a result of negotiations by the National Labor Relations Board, followed by 
Board and court orders. On complaint by the unorganized carrier, defendant 
carriers urged that their refusal to accept traffic was the result of their obliga- 
tions under union contracts. The only relevant restrictions in the contracts 
appeared to lie in “hot cargo” clauses covering “unfair goods” or any “unfair 
company”. The Commission refused to find the “hot cargo’ provisions illegal, 
as requested by some of the parties, but it did find that the obligations of 
common carriers to perform service were not to be subordinated to the require- 
ments of unions. Carriers were found to be in no position to bargain away 
their obligations. Although the boycott had ceased, the Commission, in the 
public interest and for the guidance “* * * of defendants and other carriers 
confronted with similar situations * * *” entered a cease and desist order 
against defendants who had refused to receive traffic from the complainant 
carrier. 

In connection with the Commission’s decision in the Galveston case it should 
be noted that the Labor Management Relations Act, 1947, makes it an unfair 
labor practice to engage in or to encourage a strike or a concerted refusal, in 
the course of employment, as to the use or the transportation of materials, to 
force a neutral employer to sever business relations with an employer engaging 
in practices objectionable to the union. In Local 1976, Carpenters Union Vv. 
Labor Board, 357, U.S. 93 (1958), the Supreme Court held that, where the 
National Labor Relations Board had entered cease and desist orders under the 
1947 act, contracts by which union employees were excused from the processing 
or handling of “unfair goods,” or of serving any “unfair company,” did not 
constitute an adequate defense to enforcement of the orders. The Court did 
not outlaw “hot cargo” clauses as such. The decision has been criticized for 
its failure to clarify more fully the status of these clauses in labor contracts. 
Attempts to clarify the situation by amendment of the 1947 statute have been 
a source of controversy in the consideration of 8S. 1555, which is now pending in 
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the Congress. This bill was amended on the floor of the Senate to make it an 
unfair labor practice for a common carrier subject to part II of the Interstate 
Commerce Act to cease or refrain or to agree to cease or refrain from transport- 
ing products of another employer, and also to make unenforcible any such 
contract already executed. 

In another proceeding, Pickup and Delivery Restrictions, Rail, 303 1.C.C. 579 
(1958), the Commission had before it an investigation of certain “impracticable 
operation” rules which, in effect, excused the performance of pickup-and-deliv- 
ery services of either rail or motor carriers if, as expressed in a typical rule, 
“riots, strikes, picketing or other labor disturbances” made pickup or delivery 
impracticable. The investigation, covering California and other Western States, 
had shown that both rail and motor carriers had from time to time been in- 
volved in refusals to serve various picketed premises. A number of devices 
had been conceived by carriers and shippers to avoid the necessity of deliveries 
through picket lines. The carriers had contended that the rules were reason- 
able, maintaining, among other things, that such rules merely stated conditions 
under which service might be refused. In its report, the Commission pointed 
out that the rules, especially in the reference to “other disturbances” were 
vague. It also discussed the duty of the carriers to render service which 
could not be avoided by the publication of a tariff rule. Thus the “impracti- 
cable operations” rules were found to be unreasonable and were ordered can- 
celed. The Commission also referred to a number of decisions in which the 
courts held that, with or without such tariff rule, the question of carrier lia- 
bility for failure to perform the service required under the Interstate Com- 
merce Act, depended on the facts in any particular case. 

As indicated above we agree in principle with the apparent purpose of sec- 
tion 5 of S. 452, and would favor its enactment, if amended, so as to provide 
that its provisions shall be administered and enforced by a governmental agency 
experienced in labor-management matters. 

Respectfully submitted. 

KENNETH H. TuGGLe, Chairman. 


JUSTICE DEPARTMENT, 
August 10, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, Wash- 
ington, D.C. 

Dear SENATOR: This is in response to your request for the views of the De- 
partment of Justice concerning the bill (S. 452) “to prohibit the issuance of 
public certificates of necessity and convenience to certain applicants and for other 
purposes.” 

The bill would amend the Interstate Commerce Act, the Natural Gas Act of 
1938, the Federal Aviation Act of 1958, and the Merchant Marine Act of 1936 
so as to prohibit the various Federal regulatory agencies concerned from issuing 
certificates of necessity and convenience, under specified provisions of various 
regulatory acts, to railroads (or motor carriers, water carriers, natural gas 
carriers, air carriers or operators of vessels in foreign trade receiving Federal 
operating subsidies) which have a direct or indirect interest (or which have an 
officer or director who has a direct or indirect interest) in any of the other 
segments of the transportation industry enumerated. 

The bill would also amend the aforementioned acts so as to prohibit in- 
dividuals or employees of any carrier primarily engaged in any separate seg- 
ment of the transportation industry from interrupting the operations of that 
segment through participation in or support of the activities or objecives of in- 
dividuals or employees of carriers in any other separate segment of the trans- 
portation industry. Air, water, railroad, motor, and pipeline transportation 
would be defined as separate segments of the transportation industry. The 
appropriate Federal regulatory agency, after notice and hearing, would be au- 
thorized to require any persons or organizations involved to discontinue a 
violation of the foregoing prohibition. The Federal district courts would have 
jurisdiction to issue injunctions against violation of the prohibitions or to 
compel obedience to an order of the regulatory agency. Criminal penalties 
would be provided for violation of the provisions. 

From an antitrust standpoint the Department of Justice would have no objee- 
tion to legislation which would prohibit a carrier having a certificate to operate 
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one mode of transportation from receiving a certificate to operate another mode 
of transportation for the purpose of keeping separate, independent, and com- 
petitive the different modes of transportation. However, as announced in his 
1960 budget message, the President has requested the Secretary of Commerce 
to undertake a comprehensive study of national transportation and to recom- 
mend actions needed to assure the balanced development of our transportation 
system. It is believed that the consideration of S. 452 should be deferred until 
that study has been completed. 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 
Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, May 19, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MaGnuson: This is in further reply to your request for com- 
ments of this Department on S. 452, a bill to prohibit the issuance of public cer- 
tificates of necessity and convenience to certain applicants and for other purposes. 

S. 452 deals primarily with the issuance of certificates of convenience under 
the Interstate Commerce Act, the Natural Gas Act of 1934, the Merchant Marine 
Act of 1936, and the Federal Aviation Act of 1958. However, section 5 of the 
bill which relates to activities of labor organizations would make it unlawful 
for any individual or group or organization of employees of a carrier engaged 
primarily in a separate segment of the transportation industry (as defined in 
the bill) to interrupt their operations because of participation in or support of 
activities or objectives of any individual or group or organization of employees 
of any carrier primarily engaged in any other separate segment of the transpor- 
tation industry. 

The Interstate Commerce Commission would be authorized to investigate vio- 
lations of this provision and required, if it found a violation to have occurred, 
to order “such individual or person or employee or group of employees, or organi- 
zation of employees, its officers and agents to take such action as may be neces- 
sary, in the opinion of the Commission, to prevent continuance of such violation.” 
Federal district courts are given jurisdiction to enjoin violations of this section 
and to compel obedience to the order of the Interstate Commerce Commission. 

This provision is very broad and may have serious effect upon existing provi- 
sions of the Railway Labor Act and the National Labor Relations Act. It could 
be construed to require the Interstate Commerce Commission to order individual 
employees to remain at their work. 

Section 5 of this bill appears to be designed to make unlawful the use of sec- 
ondary boycotts against any carrier primarily engaged in the various segments 
of the transportation industry. The Department of Labor believes that legis- 
lation of this type should be dealt with by amendment to existing labor laws. 
The comprehensive labor program submitted to the Congress by the President, 
and set out in 8. 748, includes provisions to protect the public and innocent third 
parties from unfair and coercive secondary boycotts. Enactment of the Presi- 
dent’s program would more adequately meet the need to which section 5 of S. 
452 is addressed. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


JAMES J. O’CONNELL, 
Under Secretary of Labor. 
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NATIONAL LABOR RELATIONS BOARD, 
Washington, D.C., June 17, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: This will acknowledge receipt of your letter of 
March 31, 1959, in which you enclosed a copy of S. 452. You indicate that your 
committee is interested in any comments the Board may care to make with re- 
spect to this proposed legislation. 

Please be advised that it has been the policy of this Board, as a quasi-judicial 
agency, to refrain from taking positions with respect to pending legislative pro- 
posals in the field of labor relations. It is for this reason that we regret we are 
unable to offer any comments. 

Respectfully yours, 
Boyp LEEDOM, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION, 
Washington, D.C., July 27, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: This is in reply to your request for a report on S. 452, 
86th Congress. 

By prohibiting a person having an interest in one carrier from operating an- 
other type of carrier, the bill would seem to remove the flexibility that might 
at times be necessary for the continued operation and growth of the various 
segments of the industry, and the bill could, therefore, prove to be detrimental. 

Since the efficient operation and appropriate expansion of transportation facili- 
ties are vital to the national defense, and since this bill might adversely affect 
the transportation industry, the Office of Civil and Defense Mobilization is op- 
posed to the bill. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely, 
Leo A. Horeu. 


U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C., July 29, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


DEAR SENATOR Magnuson: This will reply to your letter of March 11, 1959, 
inviting our comments on 8. 1353, a bill to amend the Interstate Commerce Act 
to remove certain restrictions as to persons who may engage in the business of 
motor carrier and upon the issuance of certificates or approvals for engaging in 
such business or acquiring control of another engaged therein. 

This bill would make it possible for other modes of transportation to obtain 
certificates to operate as motor carriers provided, in the judgment of the Inter- 
state Commerce Commission, such operation would be in the public interest. 

This Department is in favor of the objectives of the bill. However, we are 
not sufficiently informed on the detailed provisions of the bill to make a specific 
recommendation as to its passage at this time. 

Combinations of different forms of transportation services under a common 
management would permit the use of the service which is best suited to the type 
of traffic offered and should result in economies of operations and reductions in 
shipping costs. Improved service and lower shipping costs would benefit the 
producers and shippers of agricultural products. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


TRUE D. Morse, Acting Secretary, 
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CiIvI1L AERONAUTICS BOARD, 
Washington, D.C., July 27, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. CHAIRMAN: This is in reply to your letter of March 12, 1959, ask- 
ing the Board for comments on 8. 1353, S. 1354, and 8S. 1855. 8S. 1358 and 8. 1355 
amend the Interstate Commerce Act and S. 154 amends the Civil Aeronautics 
Act (now Federal Aviation Act) in order to remove certain restrictions as to 
persons who may engage in business as motor carriers, water carriers, and air 
carriers, respectively. 

Our comments will be directed mainly to S. 1854 inasmuch as that bill deals 
with aviation. To the extent that our views on S. 1354 relate to broad national 
transportation policy, they are also applicable to the policy changes contemplated 
by 8S. 1353 and S. 1355. 

S. 1354 contains two separate and distinct provisions. The first adds a new 
section to title 1V providing that in any proceeding under title IV no special or 
different standards, requirements, or burden of proof shall be applied, and no 
terms, conditions, or limitations shall be attached or prescribed merely by reason 
of the fact that a person affected by the proceeding is a carrier other than an air 
earrier. The second provision repeals in its entirety the second proviso of 
section 408(b). 

These changes involve important departures from existing policy under the 
Federal Aviation Act. The fundamental question raised by the proposed legis- 
lation is whether the regulatory policy and safeguards of the Civil Aeronautics 
Act of 1938, as reenacted by the Federal Aviation Act of 1958, governing the 
entrance of surface carriers into air transportation should be modified or 
whether the present policy of the act should be continued. 

There are two types of cases that come before the Board in which surface 
carriers seek entrance into transportation : 

(1) There is the case where a surface carrier undertakes to engage in- 
directly in air transport operations through a subsidiary by purchasing or 
acquiring control of an existing air carrier or by organizing a subsidiary of 
its own to engage in air transportation; and 

(2) There is the type of case where the surface carrier seeks to engage 
directly in air transportation by applying to the Board for a certificate of 
public convenience and necessity. 

If the surface carrier adopts the first avenue of approach—that is, through 
the acquisition of a subsidiary—it must obtain the approval of the Civil Aeronau- 
tics Board to the proposed transaction. Section 408 of the act prescribes certain 
standards that must be considered, and certain conditions which must be satis- 
fied before the Board is permitted by the law to issue its order of approval. 
Thus, the Board must find upon the basis of evidence of record obtained in a 
public hearing that the proposed transaction will not be inconsistent with the 
public interest. 

The section then follows with two important provisos which set specific legal 
conditions to the granting of Board approval. The first proviso declares that the 
Board shall not approve the proposed acquisition if it would result in creating 
a monopoly or monopolies and thereby restrain competition or jeopardize another 
air carrier not a party to the acquisition. 

The second proviso provides that the Board shall not grant its approval to 
a proposed acquisition of an air carrier by a surface carrier unless the Board 
finds that the proposed transaction will promote the public interest in a particu- 
lar manner, that is, by enabling such surface carrier to use aircraft to public 
advantage in its surface transport operation and will not restrain competition. 

S. 1354 would repeal this second proviso in its entirety. The consequence 
would be that the existing restriction in the proviso against the right of surface 
earriers to acquire air carriers would be eliminated, thus enabling surface 
earriers to engage in air transportation through the device of acquiring air 
carrier subsidiaries. This would represent a radical change in governmental 
transportation policy and one which the Board opposes for the reasons herein- 
after stated. 

The second type of case is one in which a surface carrier seeks to engage in 
air transportation directly rather than through a subsidiary, and applies to the 
Board for a certificate of public convenience and necessity. This proceeding falls, 
not under section 408, but under section 401 which governs the issuance of ap- 
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plications of public convenience and necessity. This section does not contain 
the restrictive language quoted from the proviso of section 408, but provides 
simply that the certificate sought shall be issued if the Board finds the applicant 
to be fit, willing, and able to perform such transportation properly, and to con- 
form to the provisions of the act, and the rules, regulations, and requirements 
of the Board, and that the transportation in question is required by the public 
convenience and necessity. The Board, in interpreting this section in connection 
with the applications of surface carriers, has held that although the restriction 
in the second proviso of section 408 cannot be considered as an automatic dis- 
qualification for the issuance of a certificate, the Board is nevertheless under a 
duty to consider all of the pertinent standards of public interest wherever they 
might appear in the act, including the policy of Congress as reflected in the 
second proviso of section 408, and that the Board should weigh that standard 
together with other statutory standards in reaching its decision. 

S. 1354 would provide that in any proceeding under title IV, which would 
include applications for certificates of public convenience and necessity under 
section 401, no special or different standards, requirements, or burden of proof 
shall be applied, and no terms, conditions, or limitations shall be attached or 
prescribed merely by reason of the fact that the applicant is a carrier other 
than an air carrier. 

The Board believes that the present congressional policy, which seeks the over- 
all development of air transportation independent of other transportation in- 
terests, is a sound policy and should not be abandoned. 

The provisions of the Federal Aviation Act limiting the control of air carriers 
by other forms of transportation followed the judgment of Congress in enacting 
earlier provisions to assure the respective independence of various forms of 
transportation. In the Panama Canal Act of 1912, the Motor Carrier Act of 
1935, the Civil Aeronautics Act of 1938, the Transportation Act of 1940, and the 
Federal Aviation Act of 1958, Congress announced and successively reaffirmed 
its policy of preserving the independence of the various forms of transportation. 
Such legislative policy has been based upon the realization that the public is 
best served by competing forms of transportation, and that to insure competition 
it is necessary to prevent unrestricted domination of one form of transportation 
by another. 

If carriers are allowed to engage in other modes of transportation in a less 
restricted manner than is presently provided, we believe that the stifling of a 
real and healthy competition between the various modes of transportation will 
result. Congress, through the years, has seen fit to encourage and develop the 
national transportation policy by means of regulated independence. The Board 
believes that this successful policy should be continued. The Board, therefore, 
feels that the proposed legislation is not in the public interest and accordingly 
opposes the enactment of S. 1353, 8. 1354, and S. 1355. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 


JAMES R. DurrFer, Chairman. 


THE SECRETARY OF COMMERCE, 
Washington D.C., June 24, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: This is in reply to your letter of March 12, 1959, request- 
ing the views of this Department on S. 1353, a bill to amend the Interstate 
Commerce Act to remove certain restrictions as to persons who may engage in 
the business of a motor carrier and upon the issuance of certificates or approvals 
for engaging in such business or acquiring control of another engaged therein. 

The subject bill would prohibit the Interstate Commerce Commission from 
denying a motor carrier certificate or permit to any applicant “* * * merely by 
reason of the fact that the applicant * * * is a carrier other than a motor 
earrier.” The bill would further repeal section 5(2)(b) of the Interstate Com- 
merce Act which limits the Commission to granting motor carrier rights to rail- 
roads to those cases where the rail carrier will use motor vehicle service to 
public advantage in its operations, and will not unduly restrain competition. 
This provision is the basis for the so-called key point doctrine of the Interstate 
Commerce Commission. 
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The Department of Commerce does not favor the enactment of S. 1353. 

It is believed that the combined effect of the two provisions of 8.1353 would 
be to remove all restrictions against common ownership in the motor carrier 
field. This appears to be too extreme a policy in view of the limited knowledge 
and experience of the problems of common ownership. 

It would appear that the public interest would be best served with respect to 
common ownership of one form of transportation by carriers of another form 
through legislation prescription of appropriate standards for the regulatory com- 
missions to follow on a case-by-case basis. The Department would not favor 
legislation with absolute provisions, either prohibitory in character or granting 
unrestrained freedom of common ownership. 

Generally, it would be expected that such regulatory standards as favored 
herein would recognize those situations where a combination of common carrier 
services by several forms of transportation would provide public benefits consid- 
erably in excess of the separate services under separate ownership of control. 
Such earrier combinations should be formed and be operated under appropriate 
regulatory supervision and on the basis of consistent criteria. It would be 
expected that such combinations would not inhibit the growth and development 
of individual modes of transportation, and that competitive conditions in 
transport markets would be preserved. 

It is believed that legislation of the character proposed here should contain 
fairly specific requirements and standards the exact nature of which cannot be 
determined from the present knowledge and experience in the field. One such 
problem is the measurement of public benefits to be derived from appropriate 
combinations and to be used as a criteria. To this extent, the problem of owner- 
ship cannot be waived without further study. It is interesting that the provi- 
sions of Senate Resolution 308, 85th Congress, and Senate Resolution 29 of the 
86th Congress call for a study of this problem by the Senate itself. Certainly 
legislative consideration of such an important problem should omit the outcome 
of the Senate’s own study. The administration is also conducting a study of 
transportation policy in accordance with the directive of the President to the 
Secretary of Commerce in the annual budget message dated January 19, 1959. 
As this study progresses the Department may have further views of the appropri- 
ate criteria and considerations to apply to this problem. 

A further factor which compounds the problem of common ownership is the 
varying provisions of present legislation governing domestic surface transporta- 
tion, air transportation, and maritime transportation. Each act provides also for 
administration by a different agency. In cases of common ownership involving 
any combination of air, domestic surface, and maritime transportation, the 
complexities of dealing with separate commissions would lead to great difficulties. 
It is therefore recommended that legislation governing common ownership make 
provision for standards of coordinating the various regulatory agencies con- 
cerned. 

Because S. 1353 provides no legislative standards for governing common owner- 
ship on a case by case basis and because it does not take into account the problem 
of coordinating the regulatory commissions affected by common ownership of air, 
domestic surface and maritime transportation, the Department would not favor 
the bill. 

The Bureau of the Budget advises that it has no objection to the submittal of 
this letter. 

Sincerely yours, 


COMMON OWNERSHIP BY REGULATED CARRIERS 


FREDERICK H. MUELLER, 
Under Secretary of Commerce. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., September 24, 1959, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
US. Senate. 


Dear Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 1353, 86th 
Congress, a bill “To amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a motor carrier and 
upon the issuance of certificates of approvals for engaging in such business or 
acquiring control of another engaged therein.” The Secretary of Defense has 
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delegated to the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

The purpose of S. 1353 is as stated in its title. The objectives are to be accom- 
plished by amending section 207(a) of the Interstate Commerce Act to provide 
that the Interstate Commerce Commission shall deny no application for a certifi- 
eate or have any terms, conditions, or limitations restricting the traffic to be 
handled, or service to be performed, or operations to be conducted to any appli- 
cant merely by reason of the fact that such applicant is a carrier other than a 
motor carrier or a person controlled by a carrier other than a motor carrier or 
affiliated therewith. Carriers now holding such certificates under any conditions, 
terms, and limitations would have their certificates modified by the Commission 
to conform with this act. In addition, section 2 of the bill would repeal the 
proviso at the end of section 5(2)(b) of the Interstate Commerce Act. This 
proviso presently restricts the Interstate Commerce Commission in approving 
proposed transactions wherein a railroad is the applicant and a motor carrier is 
involved. The general purpose of the bill is obviously to permit greater freedom 
in the acquisition of motor carrier interests by carriers of other modes. 

The Department of Defense has, of course, several interests in transportation 
legislation, (a) the interest of a large shipper; (b) an interest in the health 
of the U.S. transportation industry ; and (c) in view of its reliance on all forms 
of transportation, the maximum adaptability of each to providing the best 
possible through-service with the greatest degree of flexibility to the shipper. 

The proposed legislation tends to reach in the direction of supporting the oppor- 
tunity for greater flexibility and interchangeability of services by carriers of 
different modes, and would appear to be serving the interests of the Department 
of Defense. However, comprehensive studies of the national transportation situa- 
tion are being conducted by the Department of Commerce at the request of the 
President, and by your committee in accordance with Senate Resolution 29. 
It is expected that both of these studies will consider the objectives contained in 
the subject legislation, and also bear upon the interests of national defense. 
In view of these studies and the important contribution they may make to a 
higher degree of quality in any necessary legislation to further the interests of 
the national defense, the Department of the Army, on behalf of the Department 
of Defense, pending conclusion of the studies takes no position at this time on 
this bill. 

The fiscal effect of S. 1353 cannot be estimated. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


FEDERAL AVIATION AGENCY, 
Washington, D.C., May 5, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: This letter is written in reply to your request of March 
12, 1959, for the comments of this Agency with respect to the following bills: 

S. 1853, to amend the Interstate Commerce Act to remove certain restric- 
tions as to persons who may engage in the business of a motor carrier and 
upon the issuance of certificates or approvals for engaging in such business 
or acquiring control of another engaged therein. 

S. 1854, to amend the Civil Aeronautics Act to remove certain restrictions 
as to persons who may engage in the business of an air carrier and upon the 
issuance of certificates or approvals for engaging in such business or acquir- 
ing control of another engaged therein. 

S. 1355, to amend the Interstate Commerce Act to remove certain restric- 
tions as to persons who may engage in the business of a water carrier and 
upon the issuance of certificates or approvals for engaging in such business or 
acquiring control of or an interest in another so engaged. 

These bills would remove existing restrictions with respect to the persons 
who may engage in air, water, and motor carrier activities and with respect to 
the issuance of certificates or approval to these persons to engage in such activi- 
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ties by the Federal regulatory agencies concerned. They would permit the same 
persons to operate different types of carriers in other areas at the same time 
without subjecting them to any additional requirements or scrutiny. 

S. 1354 should be amended to delete reference to the Civil Aeronautics Act of 
1938 and to substitute therefor the Federal Aviation Act of 1958. 

Since all of these bills deal with matters of an economic and regulatory 
character which come within the jurisdiction of the Civil Aeronautics Board, the 
Federal Aviation Agency has no specific comments to submit with respect to 
any of them. 

Sincerely yours, 
E. R. QuESADA, Administrator. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., March 28, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 
Deak Mr. CHAIRMAN: Further reference is made to your letter of March 12, 
1959, requesting the comments of the General Accounting Office on S. 1353. 
We have no special information or knowledge as to the need for or desirability 
of the proposed legislation ; we, therefore, make no recommendation with respect 
to its enactment. 
Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., April 30, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR MR. CHAIRMAN: Your letter of March 12, 1959, requests comments on 
the following proposed legislation : 

S. 1353, a bill to amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a motor carrier 
and upon the issuance of certificates or approvals for engaging in such 
business or acquiring control of another engaged therein. 

S. 1354, a bill to amend the Civil Aeronautics Act to remove certain re- 
strictions as to persons who may engage in the business of an air carrier 
and upon the issuance of certificates or approvals for engaging in such 
business or acquiring control of another engaged therein. 

S. 1355, a bill to amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a water carrier 
and upon the issuance of certificates or approvals for engaging in such 
business or acquiring control of or an interest in another so engaged. 

These bills relate to the removal of certain restrictions as to persons who may 
engage in the business of transportation via motor, air, and water, respectively. 
Under its statute (63 Stat. 383; 40 U.S.C. 481), GSA is interested in transporta- 
tion and traffic management as a user of transportation services. Therefore, it 
would not directly be affected by the proposed legislation. 

Under the circumstances, 8S. 1353, S. 1354, and S. 1355 do not sufficiently 
concern GSA’s mission to warrant an expression of opinion. 

The Bureau of the Budget has advised that they have no objection to the 
submission of this report to your committee. 

Sincerely yours, 


FRANKLIN FLoete, Administrator 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 29, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Deak SENATOR MAaGNuSON : Your committee has requested a report on S. 1353, 
a bill to amend the Interstate Commerce Act to remove certain restrictions as to 

rsons who may engage in the business of a motor carrier and upon the issuance 
of certificates or approvals for engaging in such business or acquiring control of 
another engaged therein. 

No recommendation is made concerning the merit of the bill since it pertains 
to the amendment of regulations not within the province of this Department, or 
which touch upon any of its operations. 

The bill amends certain regulations dealing with the granting of certificates for 
the operation of motor carriers to railroads and other types of carriers, in situa- 
tions involving possible restraint of competition. 

The Alaska Railroad is not under the coverage of the Interstate Commerce Act 
and any amendment to that act would not affect the Railroad. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Rocer ERNST, 
Assistant Secretary of the Interior. 


INTERSTATE COMMERCE COMMISSION, 
June 22, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR CHAIRMAN MAGNUSON: Your letter of March 13, 1959, requesting an ex- 
pression of the Commission’s views on a bill, 8. 1353, introduced by Senator 
Butler (by request), to amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a motor carrier 
and upon the issuance of certificates or approvals for engaging in such business or 
acquiring control of another engaged therein, has been considered by the Com- 
mission, and I am authorized to submit the following comments: 

This bill, together with S. 1354 and S. 1355, introduced at the request of the 
railroad industry (see Congressional Record, Mar. 10, 1959, p. 3299), constitute a 
legislative plan to permit by law any carrier, otherwise qualified, to own, con- 
trol, and operate various other forms of service—rail, motor, water, and air. 
The plan has been variously referred to as “integrated transportation,” “depart- 
ment store,” and “single package plan.” 

The first section of S. 1353 would amend section 207(a) of the Interstate Com- 
merce Act to preclude the Commission from denying a certificate to operate as a 
motor common carrier, or from attaching thereto terms, conditions, or limitations 
respecting the traffic to be handled, the service to be performed, or the operations 
to be conducted merely by reason of the fact that the applicant is a carrier other 
than a motor carrier, or a person controlled by or affiliated with a carrier other 
than a motor carrier. The proposed amendment would also require the Com- 
mission, upon application of the holder, to modify outstanding certificates in con- 
formity with the new provisions. 

Section 2 of the bill would eliminate from section 5(2)(b) of the act, which 
relates to proposed unifications and acquisitions of control, the proviso which 
prohibits the Commission from approving a proposed transaction involving a 
motor carrier, where a railroad or railroad affiliate is the applicant, unless it 
finds that the transaction “will be consistent with the public interest and will 
enable such carrier to use service by motor vehicle to public advantage in its 
operations and will not unduly restrain competition.” 

Since section 2 of the bill relates to those provisions of the act which specifically 
reflect past congressional policy, our comments are directed first to the proposed 
repeal of the proviso in section 5(2)(b). The Commission’s views concerning 
the congressional intent under the proviso with respect to participation by rail- 
roads and their affiliates in motor transportation were set forth in Rock Island 
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M. Transit Co.—Purchase—White Line M. Frt. (40 M.C.C. 457 and 55 M.C.¢. 
567). After quoting the initial congressional declaration of policy as contained 
in section 202(a) of the Motor Carrier Act, 1935, the Commission stated in 46 
M.C.C. 457, beginning at page 461, as follows: 

“Consistently with, and obviously in furtherance of, this policy, it was specifi- 
cally provided by section 213 that no ‘carrier other than a motor carrier’ nor any 
person controlled by, or affiliated with, any ‘carrier other than a motor carrier’ 
should be authorized to consolidate or merge with, purchase, lease, operate under 
contract, or otherwise acquire control of, any motor carrier unless this Commis- 
sion should first find not only that the transaction would be consistent with the 
public interest but further that it would ‘promote’ the public interest by enabling 
such carrier other than a motor carrier to use service by motor vehicle to public 
advantage in its operations and would not unduly restrain competition. 

‘By these provisions of the law the Congress indisputably intended not only 
to provide for the impartial regulation of all of the indicated modes of transpor- 
tation but also affirmatively to foster, promote, and preserve the inherent ad- 
vantages of each mode of transportation. As an essential element of the latter 
purpose, provision was specifically made to protect each mode of transportation 
from the suppression or strangulation thereof which might follow if contro! 
thereof were allowed to fall into the hands of a competing transportation agency, 
At the same time it was recognized that motor vehicles legitimately and properly 
could be used as a subordinate instrumentality for the improvement of non- 
motor-carrier transportation services. In order to allow such use in the public 
interest, the way was left open for carriers other than motor carriers, with this 
Commission’s approval, to acquire control of motor carriers, but it was provided 
that such acquisition should not be sanctioned unless it first be found that the 
‘transaction proposed would promote the public interest,’ and that in a particular 
way, namely, ‘by enabling such carrier other than a motor carrier to use service 
by motor vehicle to public advantage in its [non-motor-carrier] Operations’ and 
would not unduly restrain competition. 

“After nearly 5 years of regulation under the Motor Carrier Act, 1935, in the 
course of which section 213 was construed and applied and during which effect 
was given in proceedings under section 207 of the act to the declared policy of 
the Congress as confirmed and furthered by section 213, the Transportation Act, 
1940, was enacted. Therein the previously declared policy of the Congress was 
broadened somewhat to cover all modes of transportation and restated as the 
national transportation policy. At the same time section 213 was _ revised 
slightly and consolidated with section 5 of part I of the act. 

“In view of the intervening administrative construction and application of 
the declared policy of the Congress and of section 213 it is particularly signifi- 
cant that both the new declaration of policy and the revised section 5 were 
so framed as to confirm and approve, rather than disapprove, the manner in 
which those portions of the act had theretofore been construed by us. Specifically 
the Transportation Act, 1940, declared it to be the national transportation policy 
imparially to regulate ‘all modes of transportation’ so as ‘to recognize and 
preserve the inherent advantages of each; to promote safe, adequate, economical, 
and efficient service and foster sound economic conditions in transportation 
and among the several carriers; to encourage the establishment of reasonable 
charges * * * without * * * fair or destructive competitive practices; * * * 
all to the end of developing, coordinating, and preserving a national transporta- 
tion system by water, highway, and rail * * *.’ Section 5 as amended to include 
former section 213, again provided that an acquisition of a motor carried by a 
railroad or by any person controlled by, or affiliated with a railroad, should 
not be approved except after a finding ‘that the transaction proposed, will be 
consistent with the public interest and will enable such rail carrier to use service 
by motor vehicle to public advantage in its operations and will not unduly 
restrain competition.’ 

“Appraisal of the scope of the legislative approval of our prior administrative 
construction and application of the declared policy of the Congress and of 
section 213 which can be implied from the renactment of both provisions without 
substantial change requires a brief examination of, at least, the leading reports 
of this Commission bearing thereon which antedated such reenactment.” 

After discussing the leading cases in which the above-mentioned policy has 
been administratively construed and applied, the Commission stated: 

“Tt is our opinion * * * that the preservation of the inherent advantages of 
motor-carrier service and of healthy competition between railroads and motor 
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carriers and the promotion of economical and efficient transportation service 
by all modes of transportation and of sound conditions in the transportation 
[industry] and among the several carriers, in short the accomplishment of the 
purposes forming the national transportation policy, require that, except where 
unusual circumstances prevail, every grant to a railroad or to a railroad af- 
filiate of authority to operate as a common carrier by motor vehicle or to acquire 
such authority by purchase or otherwise should be so conditioned as definitely to 
limit the future service by motor vehicle to that which is auxiliary to, or supple- 
mental of, train service.” 

Repeal of the proviso, would of course, have the effect of making applicable 
to those transactions in which a railroad, or a railroad affiliate, seeks to acquire 
control of a motor carrier or to acquire the operations and properties of such 
carrier, the same standard of proof that is applicable to nonrailroad applicants, 
also as provided in section 5(2) (b), namely, that the proposed transaction will 
be consistent with the public interest and that the terms and conditions thereof, 
or with such modifications as the Commission may require, will be just and 
reasonable. Railroad or railroad affiliates would no longer be required in such 
proceedings to make the additional showing that “the transaction * * * will 
enable such carrier to use service by motor vehicle to public advantage in its 
[railroad] operations and will not unduly restrain competition.” 

With respect to section 107(a) of the act, which section 1 of the bill would 
amend, the Commission’s interpretation and application of that section in the 
light of the national transportation policy to applications by railroads and 
railroad affiliates for motor common carriers certificates was reviewed and 
discussed in Rock Island Motor Transit Co. Com. Car. Application, 638 M.C.C. 91. 
As to its authority to impose “auxiliary and supplemental service” restrictions 
on certificates issued to such applicants, the Commission stated at page 100: 

“Our statutory authority to impose terms and conditions on a grant of 
authority under section 207 is derived from section 208 of the act. We have 
always construed those two sections in the light of the national transportation 
policy to require, where the circumstances warranted, the imposition of re- 
strictions on certificates issued motor-carrier subsidiaries of railroads. Where 
the circumstances did not warrant such action, we have issued certificates sub- 
ject to a reservation to impose in the future any limitations, restrictions, or 
modifications that may appear necessary, and in some instances certificates have 
been issued without restrictions or even a reservation as just described.” 

As to the purpose of such restrictions the Commission stated at page 102: 

“The main purpose for the policy of imposing the five above-quoted re- 
strictions, or modifications thereof, was to prevent the railroads from acquiring 
motor operations through affiliates and using them in such manner as to un- 
duly restrain competition of independently operated motor carriers. This pol- 
icy was and is sound and should be relaxed only where the circumstances clearly 
establish (1) that the grant of authority has not resulted and probably will not 
result in the undue restraint of competition, and (2) that the public interest 
requires the proposed operation, which the authorized independent motor car- 
riers have not furnished, except where it suited their convenience.” 

In this proceeding the Commission found that the circumstances were such 
that the public convenience and necessity did not require the imposition of re- 
strictions limiting the services to be performed by the motor carrier affiliate 
to those auxiliary and supplementary to the operations of the parent railroad. 

The Commission’s power to impose “auxiliary and supplemental service” 
restrictions in an application proceeding under section 207 was sustained by 
the Supreme Court in United States v. Texas & Pac. Co., 340 U.S. 450. Its 
power under that section to issue unrestricted motor carrier certificates to rail- 
road affiliates under special circumstances was upheld by the Supreme Court in 
American Trucking Assns. Vv. U.S., 355 U.S. 141. 

Enactment of section 1 of S. 1353 would require broad reexamination of the 
application of section 207(a). The provisions of that section of the bill are 
not limited to applications filed by railroads or by railroad affiliates. They 
also apply to applications of other carriers, such as express companies, private 
carriers, water carriers, air carriers, and freight forwarders. See Railway 
Exp. Agency, Inc., Extension—Bloomington, Ill., 26 M.C.C. 641, and Watkins 
Motor Lines, Inc., Extension—Frozen Foods, 49 M.C.C. 790. Among the con- 
ditions which could no longer be imposed would be those requiring private car- 
riers to conduct for-hire operations separately from other activities, including 
Separate accounts and separate use of vehicles (Juliano Bros. Common Carrier 
Application, 48 M.C.C. 747). 
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Section 1 of the bill would also seem to preclude the Commission in passing 
on an application of a carrier other than a motor carrier or of a motor 
carrier affiliated with a carrier other than a motor carrier from considering 
whether the operation to be performed would be competitive with other opera- 
tions performed by the applicant or by persons affiliated therewith. If the 
applicant were a motor carrier affiliated with another motor carrier such mat- 
ters could be considered. Dealers’ Transport Co. Extension—Willow Run, 48 
M.C.C. 199, 201, and Fleetlines, Inc.—Control—Osbourn Trucking Co., 58 M.C.O, 
748. The prohibition against doing so where the applicant is affiliated with a 
carrier other than a motor carrier, or where the applicant is a carrier other 
than a motor carrier, would place such applicant on a preferential basis. 

Enactment of section 1 of the bill would also appear to bring section 207 (a) 
into conflict with section 411(a)(1) of the act which makes it unlawful for a 
freight forwarder to acquire control of a carrier subject to part II of the act. 

The further provision in section 1 of the bill which would require the Com- 
mission, upon application, to remove conditions or limitations of the nature 
indicated from certificates heretofore issued would result in enlarging the 
operating rights evidenced by those certificates without any showing of public 
convenience and necessity therefor, as now required by section 207, and without 
regard to the impact upon competing motor carriers. Some of the outstanding 
certificates held by railroads which are restricted to service auxiliary and sup- 
plemental to rail service were issued under section 207 upon a showing of a 
need for that particular kind of service, notwithstanding the adequacy of exist- 
ing motor carrier service of the ordinary kind unrelated to rail service (Kansas 
City 8. Transport Co. Inc. Com. Car. Application, 10 M.C.C. 221, 238). 

Advocates of the plan, of which S. 1353 is a part, advance in support of their 
position the many advantages which would flow from flexible routing and 
single lading shipments, as well as the greater efficiency and economies to be 
realized from central control of the various methods of carriage within single 
systems. This they compare with the duplication of expense and functions in- 
volved in maintaining separate and independent managements, and the wasteful 
practices which presently exist when independent carriers of the various modes 
are engaged in keen competition. 

One of the arguments most frequently heard against permitting such integra- 
tion is that the stronger mode interested in furthering a particular form of trans- 
portation might attempt to strangle other modes and to create a monopoly for 
the one of its choice. The force of this argument undoubtedly was much greater 
while certain modes were in their infancy. The extent to which it may apply 
under today’s conditions is one of conjecture. Considering, however, the present- 
day strength of the various modes and the fact that the Interstate Commerce 
Commission has been created for the purpose of protecting the public interest in 
a stable and enduring transportation system, the force of this argument may 
well be questioned. Detailed arguments for and against the proposals embodied 
in S. 1353 and the related bills seems unnecessary at this time, since data vital 
to a proper determination of the important questions involved will undoubtedly 
be developed by industry and shipper representatives at the time of the public 
hearings thereon. 

Attention, however, is invited to the fact that the Commission has heretofore 
neither supported such a change in the law, nor opposed it. Last year, former 
Chairman Freas, in testifying on the Commission’s behalf before the Surface 
Transportation Subcommittee on the railroad situation stated with respect to the 
general subject of common ownership of different modes of transportation : ‘This 
proposal involves extremely broad policy questions which only the Congress can 
resolve.” (Transcript p. 1835.) 

Our considered view is that the present and future public interest requires 
that there be made available to shippers a ready choice of all modes of carriage 
and some workable method of flexibility whereby they can utilize the various in- 
herent advantages of each mode in coordinated movements of single shipments, 
which, of course, is the stated objective of the supporters of the present bills. 
The Commission has been generally of the view that this type of service was 
needed, but has had some reservation concerning the manner in which it should 
be brought about. Specifically, we have believed that during the evolutionary 
period while this type of service was being developed, efforts by independent car- 
riers to accomplish coordinated service through voluntary concurrence in joint 
rates and through routes should receive every encouragement. The present law, 
of course, permits such voluntary arrangements and we believe that both the 
Commission and the Congress should do all they can, to foster the growing trend. 
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It is our view that the carriers themselves have within their power the oppor- 
tunity to demonstrate the economies, efficiencies, and advantages to the shipping 
public through practical operation of voluntary coordinated systems. The ex- 
panding plans involving “piggyback,” “fishyback,” and “flyaway” services, using 
easily interchangeable containers, have offered real encouragement along these 
lines, With the next probable development being a movement toward standard- 
ization of such containers. 

We feel now, as we did at the time of our previous testimony, that the issue 
here presented is one of broad congressional policy. We are not, from the 
information in our possession, in a position now to do other than set forth these 
observations. The passage of legislation such as here proposed may require a 
restatement of the national transportation policy. We suggest that the public 
policy question inherent in common ownership proposals might well be one of 
the major matters for consideration under Senate Resolution 29. 

Respectfully submitted. 

KENNETH H. TuGGLe, Chairman. 


U.S. DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D.C., July 28, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DearR SENATOR: This is in response to your request for the views of the De- 
partment of Justice concerning the bill (S. 1353) “To amend the Interstate 
Commerce Act to remove certain restrictions as to persons who may engage in 
the business of a motor carrier and upon the issuance of certificates or approvals 
for engaging in such business or acquiring control of another engaged therein.” 

Section 207(a) of the Interstate Commerce Act (49 U.S.C. 307(a)) sets forth 
the types of findings required of the Interstate Commerce Commission in issuing 
certificates of public convenience and necessity to applicants for motor common 
earrier authority. The bill would amend the section by adding a provision to 
the effect that no application for a certificate shall be denied and no terms, condi- 
tions or limitations shall be attached to any certificate merely by reason of the 
fact that the applicant for such certificate is a carrier other than a motor carrier, 
or a person controlled by a carrier other than a motor carrier or affiliated there- 
with. The bill would, on application by the holder thereof, be retroactive in its 
effect upon certificates issued and outstanding at the time of its enactment. 

Section 5(2) (b) of the Interstate Commerce Act (49 U.S.C. 5(2)(b)) relates 
to the types of findings the Commission must make in approving consolidations, 
mergers, and acquisitions of carriers subject to the act, and contains a proviso 
to the effect that the Commission shall not approve the acquisition of a motor 
carrier by a railroad, or by any person which is controlled by a railroad or 
affiliated therewith, unless it finds that the proposed transaction will be consist- 
ent with the public interest and will enable such carrier to use service by motor 
vehicle to public advantage in its operations and will not unduly restrain com- 
petition. The bill would repeal this proviso. 

The long-established and often reenacted congressional policy against per- 
mitting free and unregulated acquisition of carriers of one mode of transpor- 
tation by carriers of another mode is in accord with antitrust principles and 
policies. It is the view of this Department that the safeguards to competition 
now embodied in section 5(2)(b) of the Interstate Commerce Act, and applied 
in certification proeeedings under section 207, should not be abolished. In this 
connection, it should be observed that in certification proceedings under section 
207, the Interstate Commerce Commission may grant unlimited operating rights 
to railroad-affiliated motor carriers when exceptional circumstances are present. 
American Trucking Associations, et al v. United States, et al, 355 U.S. 141 (1957). 
It would appear, therefore, that the Commission has ample authority to permit 
carriers in one mode of transportation to acquire control of carriers in another 
mode when circumstances so warrant. Additionally, Congress, after holding 
comprehensive hearings, last year enacted the Transportation Act of 1958 (Pub- 
lie Law 85-625, 85th Cong., S. 3778, Aug. 12, 1958), which was designed to aid 
the railroads by providing for, among other things, loan guaranties to railroads, 
discontinuance or change of certain operations or services notwithstanding 
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any State law to the contrary, and ameliorating changes in the rule of rate- 
making in proceedings involving competition between carriers of different modes 
of transportation subject to the Interstate Commerce Act. It would seem wise 
to permit time to observe the effects of the 1958 act before considering the 
advisability of enacting legislation so clearly contrary as the instant bill to 
the principles of competition on which the national economy has long been 
based. 
The Department of Justice is opposed to the enactment of the bill. 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 
Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 


PANAMA CANAL COMPANY, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 28, 1959, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear SENATOR MAGNUSON: This is in response to your request for comments 
on the bills 8. 1858, 8. 1854, S. 1855 which have been referred to your committee 
for consideration. 

S. 1353 would amend the Interstate Commerce Act to remove certain restric- 
tions as to persons who may engage in the business of a motor carrier and upon 
the issuance of certificates or approvals for engaging in such business or acquir- 
ing control of another engaged therein. 

S. 1354 would amend the Civil Aeronautics Act to remove certain restrictions 
as to persons who may engage in the business of an air carrier and upon the 
issuance of certificates or approvals for engaging in such business or acquiring 
control of another engaged therein. 

S. 1355 would amend the Interstate Commerce Act to remove certain restric- 
tions as to persons who may engage in the business of a water carrier and upon 
the issuance of certificates or approvals for engaging in such business or acquir- 
ing control of or an interest in another so engaged. 

None of the provisions of these several bills would affect the operations of 
the Panama Canal Company or Canal Zone Government. We appreciate the 
opportunity to review these bills and advise your committee of possible effect 
on our operations. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely, 
MERRILL WHITMAN, Secretary. 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D.C., March 31, 1959. 
Re 8S. 1353, 86th Congress, 1st session, a bill to amend the Interstate Commerce 

Act to remove certain restrictions as to persons who may engage in the busi- 

ness of a motor carrier and upon the issuance of certificates or approvals for 

engaging in such business or acquiring control of another engaged therein. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MaGnuson: This refers to your letter of March 12, 1959, re- 
questing comments on the above bill. The bill does not appear to affect matters 
within the jurisdiction of this Commission, and we have no comment on the bill. 

Sincerely yours, 


Epwarp N. Gapssy, Chairman. 
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U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C., July 29, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

DEAR SENATOR MAGNUSON: This will reply to your letter of March 11, 1959, in- 
yiting our comments on 8. 1354, a bill to amend the Civil Aeronautics Act to 
remove certain restrictions as to persons who may engage in the business of 
an air carrier and upon the issuance of certificates or approvals for engaging 
jn such business or acquiring control of another engaged therein. 

This bill would make it possible for any surface carrier to obtain a certificate 
to operate as an air carrier provided the usual requirements of public convenience 
and necessity are proven and the applicant is, in other respects, able to carry 
on the air operation. 

This Department is in favor of the objectives of the bill. However, we are 
not sufficiently informed on the detailed provisions of the bill to make a specific 
recommendation as to its passage at this time. 

Agricultural products are commencing to move by air in increasingly important 
quantities. Therefore, combinations of different transportation services under 
common management would permit the use of the service which is best suited 
for the type of traffic offered and should result in economies of operation and 
reductions in shipping costs. The improved service and lower cost would benefit 
the producers and shippers of agricultural products. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary. 


THE SECRETARY OF COMMERCE, 
Washington, D.C., June 24, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, Wash- 
ington, D.C. 

Deak Mr. CHAIRMAN: This is in reply to your letter of March 12, 1959, request- 
ing the views of this Department on S. 1354, a bill to amend the Civil Aero- 
nautics Act to remove certain restrictions as to persons who may engage in the 
business of an air carrier and upon the issuance of certificates or approvals for 
engaging in such business or acquiring control of another engaged therein. 

Inasmuch as the Civil Aeronautics Act has been repealed (49 USC 401 et seq.), 
we have considered the bill as proposing amendment of the Federal Aviation 
Act of 1958. 

Subject bill would add a section 417 to title IV of the Federal Aviation 
Act, which title governs air carrier economic regulation, so as to provide that 
inno proceedings thereunder shall the Civil Aeronautics Board apply any special 
criteria or prescribe any special conditions merely by reason of the fact that a 
person affected in any such proceeding, whether an applicant or otherwise, is a 
carrier other than an air carrier or is a person controlled by a carrier other 
than an air carrier or is affiliated therewith within the meaning of section 5(6) 
of the Interstate Commerce Act. Consistent with such addition to the act, the 
bill would eliminate the present provision in section 408(b) of the act that the 
Civil Aeronautics Board shall not approve applications thereunder by common 
carriers other than air carriers relative to mergers, consolidations, or acquisitions 
of control involving air carriers unless the Board finds that the proposed trans- 
action will promote the public interest by enabling such carrier other than an 
air carrier to use aircraft to public advantage in its operation and will not 
restrain competition. 

The Department of Commerce does not favor enactment of S. 1354. 

At present the established general policy as interpreted by the Civil Aero- 
nautics Board (see, for example, CAB Opinion and Order No. E-13045 dated 
Oct. 3, 1958) is that air transportation shall be free of control by surface car- 
riers, Such policy, in our opinion, is clearly in need of review. 

On the other hand, subject bill would in effect eliminate all legislative 
Testraints specifically directed to surface carrier ownership in the air carrier 
field. Rail, water, and motor carrier applicants to the Board would, under 
the bill, be subject only to the ordinary statutory standards applicable to any 
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applicant to the Civil Aeronautics Board for rights relative to the conduct of 
air transportation. 

It is the view of the Department that neither the present approach nor the 
approach proposed in S. 1354 necessarily represents desirable public policy 
for transportation. It would appear that public policy could best be served in 
the matter of common ownership or control of different forms of transport by 
prescription of appropriate standards for regulatory commissions to follow in 
reaching case-by-case determinations, rather than by regulatory legislation 
which is absolute in nature either because of outright prohibition or because of 
complete disregard of potentially recurrent special situations of major signifi- 
cance to common carrier transportation media. 

Development of such standards would permit due recognition to be accorded 
to the special public interest problems inherent in any combinations of different 
forms of common carrier transport, while at the same time affording recognition 
to the likelihood that combined firms of two or more forms of transportation 
services could provide, in certain circumstances and under supervised condi- 
tions, benefits considerably in excess of those to be derived from several services 
operating separately. 

Admittedly, the development of suitable standards or guides for enactment 
into present regulatory statutes pertinent to the Nation’s transportation system 
is most difficult. The problem, per se a difficult one, is compounded by the fact 
that existing statutes assign different responsibilities to different regulatory 
agencies having differing legislative guidelines dependent not only upon the 
mode of transport and geographical areas of transportation involved but upon 
government assistance programs as well. 

Generally speaking, common ownership of different modes of transportation 
would appear to be a problem which should be accorded coordinated regulatory 
agency consideration with a view to balancing potential public benefits inherent 
in specific situations, on the one hand, against potential restraints of competi- 
tion and potential retardations in the proper development of particular modes 
of transport inherent in the same situations, on the other. Unfortunately, there 
is very limited knowledge or experience in specific administrative and economic 
eriteria for putting such a general policy in effect. Further study of the 
matter before any legislative action thereon would therefore appear to be in 
order. 

In this connection, we note that the problem is listed among those to be studied 
by the Senate Committee on Interstate and Foreign Commerce as authorized 
in Senate Resolution 303, 85th Congress, and Senate Resolution 29, 86th Congress. 
Also, the President in his budget message for the fiscal year 1960 has directed 
the Secretary of Commerce to conduct a comprehensive study of transportation 
policy. Thus it would seem appropriate to await the conclusions of the two 
official study groups, or at the very least the conclusions of the Senate com- 
mittee itself, before further consideration is given to enacting a statute with 
such serious implications as are inherent in S. 1354. 

Accordingly, the Department of Commerce recommends against enactment of 
S. 1354 on the basis that: (1) the problem of common ownership should be 
approached in terms of appropriate regulatory standards and procedures rather 
than outright prohibitions or license, and (2) the problem to which the bill is 
directed is a matter appropriate for consideration as part of the transportation 
policy studies being undertaken by the Senate and by the administration. 

The Bureau of the Budget advises that it has no objection to the submittal 
of this letter. 

Sincerely yours, 





FREDERICK H. MUELLER, 
Under Secretary of Commerce. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., March 25, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear Mr. CHAIRMAN: Further reference is made to your letter . March 12, 
1959, requesting the comments of the General Accountng Office on S. 1354, 86th 
Congress, entitled “A bill to amend the Civil Aeronautics Act to remove certain 
restrictions as to persons who may engage in the business of an air carrier and 
upon the issuance of certificates or approvals for engaging in such business or 
acquiring control of another engaged therein.” 
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We have no special information or knowledge as to the need for or desirability 
of the proposed legislation ; therefore we make ho recommendation with respect 
to its enactment. However, we note that the Civil Aeronautics Act of 1938 was 
repealed by the Federal Aviation Act of 1958, Public Law 85-726, title XIV, 
section 1401(b), approved August 23, 1958, 72 Stat. 731, 806. In the circum- 
stances, “the Federal Aviation Act of 1958” should be substituted for the words 
“the Civil Aeronautics Act” in the title, in line 3, page 1, and in line 6, page 2, 
of the bill. 

Sincerely yours, 
JOSEPH CAMPRELL, 
Comptroller General of the United States. 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF TITE SECRETARY, 
Washington, D.C., May 26, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.N. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: Your committee has requested a report on S. 1354, 
a bill to amend the Civil Aeronautics Act to remove certain restrictions as to 
persons who may engage in the business of an air carrier and upon the issuance 
of certificates or approvals for engaging in such business or acquiring control 
of another engaged therein. 

No recommendation is offered concerning the bill. It is not believed that its 
enactment would be likely to affect any of the activities under the jurisdiction 
of the Department. 

The purpose of 8S. 1854 is to permit rail or water carriers to secure certificates 
from the Civil Aeronautics Board for the operation of air service, even in certain 
competitive or potentially competitive situations. 

Transportation within the territories under this Department’s jurisdiction, or 
to such territories, would not be adversely affected by enactment of the bill. 
The Alaska Railroad, over which the Department exercises supervision, would 
not be made subject to the jurisdiction of the Civil Aeronautics Board by 
passage of the bill, even if were to engage in air service. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
ROGER ERNST, 
Assistant Secretary of the Interior. 


INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., June 22, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
US. Senate, Washington, D.C. 

DEAR CHAIRMAN MAGNUSON: Your letter of March 13, 1959, requesting com- 
ments on a bill, S. 1354, introduced by Senator Butler (by request), to amend 
the Civil Aeronautics Act to remove certain restrictions as to persons who may 
engage in the business of an air carrier and upon the issuance of certificates 
or approvals for engaging in such business or acquiring control of another en- 
gaged therein, has been considered by the Commission and I am authorized 
to submit the following comments: 

S. 1854 would amend the Civil Aeronautics Act (now a part of the Federal 
Aviation Act of 1958) so as to remove certain restrictions against carriers other 
than air carriers or persons affiliated with carriers other than air carriers 
from engaging in air transportation. This bill and related bills, S. 1353 and 
§. 1355, introduced at the request of the railroad industry (see Congressional 
Record, March 10, 1959, p. 3299), give shape to a legislative plan to permit by 
law any carriers, otherwise qualified, to own, control, and operate various other 
forms of service—rail, motor, water, and air. 

zast year, former Chairman Freas, in testifying on the Commission’s behalf 
before the Surface Transportation Subcommittee on the railroad situation stated 
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with respect to the general subject of common ownership of different modes of 
transportation : 

“This proposal involves extremely broad policy considerations which only 
the Congress can decide,” (transcript, p. 1835). i 

We feel now, as we did at the time of our previous testimony, that the issue 
here presented is one of broad congressional policy. We are not, from the 
information in our possession, in a position now to do other than submit the 
general observations as set forth in our report of even date on S. 1353. The 
passage of legislation such as here proposed may require a restatement of the 
national transportation policy. We suggest that the public policy question in- 
herent in common ownership proposals might well be one of the major matters 
for consideration under Senate Resolution 29. 

Respectfully submitted. 

KENNETH H. TUGGLE, Chairman. 





U.S. DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D.C., July 28, 1959, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR: This is in response to your request for the views of the De- 
partment of Justice concerning the bill (S. 1854) to amend the Civil Aeronauties 
Act to remove certain restrictions as to persons who may engage in the business 
of an air carrier and upon the issuance of certificates or approvals for engaging 
in such business or acquiring control of another engaged therein. 

The bill is stated as amending the Civil Aeronautics Act of 1938, as amended. 
That act was superseded by the enactment of the Federal Aviation Act of 1958 
(Public Law 85-726, 49 U.S.C. 1301 et seq.). 

Section 408 of the Federal Aviation Act of 1958 (formerly sec. 408 of the Civil 
Aeronautics Act) relates to proceedings before the Civil Aeronautics Board in 
connection with consolidation, merger, and acquisition of control of air carriers. 
The last proviso of section 408(b) requires that where a carrier other than an 
air carrier seeks approval of a consolidation or merger with, or acquisition of 
control of an air carrier, the Board shall not enter an order of approval “unless 
it finds that the transaction proposed will promote the public interest by enabling 
such carrier other than an air carrier to use aircraft to public advantage in its 
operation and will not restrain competition.” The bill would eliminate this 
proviso. 

Also, the bill would add a new section to the act which would require that the 
Board apply in proceedings involving consolidation, merger, or acquisition “no 
special or different standards, requirements, or burden of proof” nor prescribe 
“terms, conditions, or limitations * * * merely by reason of the fact that a per- 
son affected by such proceedings, whether as an applicant or otherwise, is a 
earrier other than an air carrier, or a person controlled by a carrier other than 
air carrier, or affiliated therewith, within the meaning of section 5(6) of the 
Interstate Commerce Act.” 

The enactment of this bill would be a serious blow to competition between the 
various types of carriers with a resulting detrimental effect on carriers com- 
peting with a merged carrier of the type this legislation would authorize. The 
influence of a carrier other than an air carrier over an air carrier is involved in 
the suit, pending in the U.S. District Court for the Southern District of New 
York. United States v. Pan American World Airways, Inc., et al. 

The Department is opposed to the enactment of the bill because of its potential 
harmful effect on air transportation as well as its destructive effect on competi- 
tion between the various modes of transportation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 
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SECURITIES AND EXCHANGE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., March 31, 1959. 
Re: S. 1854, 86th Congress, 1st session, a bill to amend the Civil Aeronautics 
Act to remove certain restrictions as to persons who may engage in the 
business of an air carrier and upon the issuance of certificates or approvals 
for engaging in such business or acquiring control of another engaged 
therein. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: This refers to your letter of March 12, 1959, re- 
questing comments on the above bill. The bill does not appear to affect mat- 
ters within the jurisdiction of this Commission, and we have no comment on 
the bill. 

Sincerely yours, 
Epwakp N. GApssBy, Chairman. 





U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C., July 29, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate 

DEAR SENATOR MAGNUSON: This will reply to your letter of March 11, 1959, 
requesting Our Comments on 8S. 1355, a bill to amend the Interstate Commerce 
Act to remove certain restrictions as to persons who may engage in the busi- 
ness of a water carrier and upon the issuance of certificates or approvals for 
engaging in Such business or acquiring control of or an interest in another so 
engaged. 

This bill would make it possible for railroads or any other mode of trans- 
portation to obtain certificates to operate as water carriers (with certain ex- 
ceptions in the case of operations through the Panama Canal) provided, in 
the judgment of the Interstate Commerce Commission, such operation is in the 
public interest. 

This Department is in favor of the objectives of the bill. However, we are 
not sufficiently informed on the detailed provisions of the bill to make a spe 
cific recommendation as to its passage at this time. 

Combinations of different transportation services under common manage 
ment would permit selection of the service which is best suited to the type of 
traffic offered and should result in economies of operation and reductions in 
shipping costs. The improved service and lower cost would be beneficial to 
the producers and shippers of agricultural products. 

The Bureau of the Budget advises that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 
TruE D. Morse, Acting Secretary. 


THE SECRETARY OF COMMERCE, 
Washington, D.C., June 24, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: This is in reply to your letter of March 12, 1959, request- 
ing the views of this Department on S. 1355, a bill to amend the Interstate 
Commerce Act to remove certain restrictions as to persons who engage in the 
business of a water carrier and upon the issuance of certificates or approvals 
for engaging in such business or acquiring control or interest in another so 
engaged. 

The bill retains the basic so-called Panama Canal provisions which are in 
section 5(14) and 5(15) of the Interstate Commerce Act and which prohibit 
common ownership by railroads of water carriers operating through the Panama 
Canal. The subject bill, however, would repeal section 5(16) of the act which 
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applies to the Commission’s authority over acquisitions of other water carriers 
by railroads. 

It appears that the combined effect of the provisions of S. 1355 would be to 
remove many restrictions against ownership of water carriers by carriers in 
other forms of transportation. 

It is the view of the Department of Commerce that such complete removal of 
present restraints is contrary to sound public policy, and the Department would 
therefore oppose S. 1355. 

Apparently the provisions of S. 1355 are intended to apply to common owner. 
ship of water carriers under the jurisdiction of the Interstate Commerce Commis- 
sion by railroads and motor carriers under the jurisdiction of the same Commis- 
sion. Ownership of coastwise and intercoastal carriers by carriers also engaged 
in maritime transportation subject to the Federal Maritime Board is permitted 
under present law. Air carrier ownership of domestic water carriers may not 
be a practical question, although some conceivable types of carrier integration 
might contemplate several distinct services including among the others air and 
water transportation. 

In past years several cases involving common ownership of air and maritime 
carriage have arisen, and any revision of the statutes applying to common owner- 
ship should recognize this problem. Another problem not dealt with specifically 
in the subject bill is common ownership of air and maritime carriers. As a 
practical matter, however, the bill appears to be confined solely to carriers sub- 
ject to the Interstate Commerce Commission. 

It would appear that the public interest would be best served with respect to 
common ownership of one form of transportation by carriers of another form 
through legislative prescription of appropriate standards for the regulatory com- 
missions to follow on a case-by-case basis. The Department would not favor 
legislation with absolute provisions, either prohibitory in character or granting 
unrestrained freedom of common ownership. 

Generally, it would be expected that such regulatory standards as favored 
herein would recognize those situations where a combination of Common carrier 
services by several forms of transportation would provide public benefits con- 
siderably in excess of the separate services under separate ownership of control. 
Such carrier combinations should be formed and be operated under appropriate 
regulatory supervision and on the basis of consistent criteria. It would be 
expected that such combinations would not inhibit the growth and development 
of individual modes of transportation, and that competitive conditions in trans- 
port markets would be preserved. 

It is believed that legislation of the character proposed here should contain 
fairly specific requirements and standards the exact nature of which cannot be 
determined from the present knowledge and experience in the field. One such 
problem is the measurement of public benefits to be derived from appropriate 
combinations and to be used as a criteria. To this extent, the problem of common 
ownership cannot be solved without further study. It is interesting that the 
provisions of Senate Resolution 303, 85th Congress, and Senate Resolution 29 
of the 86th Congress call for a study of this problem by the Senate itself. Cer- 
tainly legislative consideration of such an important problem should await the 
outcome of the Senate’s own study. 

The administration is also conducting a study of transportation policy in ac- 
cordance with the directive of the President of the Secretary of Commerce in 
the annual budget message dated January 19, 1959. As this study progresses the 
Department may have further views of the appropriate criteria and consider- 
ations to apply to this problem. 

Because 8. 1353 provides no legislative standards for governing common owner- 
ship on a case-by-case basis (and because it does not deal with at least one im- 
portant problem in the area of common ownership, air and maritime integration) 
the Department would not favor the bill. 

The Bureau of the Budget advises that it has no objection to the submittal of 
this letter. 

Sincerely yours, 
FREDERICK H. MUELLER, 
Under Secretary of Commerce. 
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DEPARTMENT OF THE ARMY, 
Washington, D.C., September 30, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
US. Senate. 

DeaR Mr. CHAIRMAN: Reference is made to your request to the Secretary 
of Defense for the views of the Department of Defense with respect to S. 1355, 
86th Congress, a bill “To amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a water carrier and 
upon the issuance of certificates or approvals for engaging in such business or 
acquiring control of or an interest in another so engaged.” The Secretary of 
Defense has delegated to the Department of the Army the responsibility for 
expressing the views of the Department of Defense thereon. 

The purpose of S. 1355 is as stated in its title. The objectives are to be 
accomplished by amending section 309(c) of the Interstate Commerce Act to 
provide that the Interstate Commerce Commission shall deny no application 
for a certificate or have any terms, conditions, or limitations restricting the 
traffic to be handled, or service to be performed, or operations to be conducted 
to any applicant merely by reason of the fact that such applicant is a carrier 
other than a water carrier or a person controlled by a carrier other than a 
water carrier or affiliated therewith. The general purpose of the bill, then, is 
obviously to permit greater freedom in the acquisition of water carrier interests 
by carriers of other modes of transportation. The phrase used in “carriers other 
than water carriers * * *” which seems to include all carriers of other modes 
without exception. 

The Department of Defense has, of course, several interests in transportation 
legislation, (a) the interest of a large shipper; (b) an interest in the health 
of the U.S. transportation industry; and (c) in view of its reliance on all forms 
of transportation, the maximum adaptability of each to providing the best 
possible through-service with the greatest degree of flexibility to the shipper. 

The proposed legislation tends to reach in the direction of supporting the 
opportunity for greater flexibility and interchangeability of services by carriers 
of different modes, and would appear to be serving the interests of the Depart- 
ment of Defense. However, coimprehensive studies of the national transportation 
situation are being conducted by the Department of Commerce at the request 
of the President, and by your committee in accordance with Senate Resolution 29. 
It is expected that both of these studies wiil consider the objectives contained 
in the subject legislation, and also bear upon the interests of national defense. 
In view of these studies and the important contribution they may make to a 
higher degree of quality in any necessary legislation to further the interests of 
the national defense, the Depurtment of the Army, on behalf of the Department 
of Defense, pending conclusion of the studies takes no position at this time on 
this bill. 

The fiscal effect of S. 1355 cannot be estimated. 

This report has been coordinated within the Department of Defense in 
accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., March 23, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


Deak Mr. CHAIRMAN: Further reference is made to your letter of March 12, 
1959, requesting the comments of the General Accounting Office on S. 1355. 

We have no special information or knowledge as to the need for or the 
desirability of the proposed legislation; therefore we make no recommendation 
with respect to its enactment. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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U.S. DEPARTMENT OF THE INTERIOR, OFFICE OF THE SECRETARY, 
Washington, D.C., May 25, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: Your committee has requested a report on §. 1355, 
a bill to amend the Interstate Commerce Act to remove certain restrictions 
as to persons who may engage in the business of a water carrier and upon the 
issuance of certificates or approvals for engaging in such business or acquiring 
control of or an interest in another so engaged. 

No recommendation is offered concerning the bill. It is not believed that 
its enactment would affect any activity under the jurisdiction of the Department. 

The purpose of the bill is to permit, in certain cases, railroads to secure 
certificates from the Interstate Commerce Commission for the operation of 
water carriers, notwithstandiig language in the Interstate Commerce Act de 
signed to prevent the diminution of competition as a result thereof. 

There are no railroads in any of the territories or possessions which remain 
under the jurisdiction of the Department. The Alaska Railroad, which is under 
the supervision of this Department, is not subject to the jurisdiction of the 
Interstate Commerce Commission and would not be affected by enactment of 
the bill. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


INTERSTATE COMMERCE COMMISSION, 
June 22, 1959, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DeAR CHAIRMAN MaAGnuson: Your letter of March 13, 1959, requesting an 
expression of the Commission’s views on a bill, 8. 1355, introduced by Senator 
3utler (by request), to amend the Interstate Commerce Act to remove certain 
restrictions as to persons who may engage in the business of a water carrier 
and upon the issuance of certificates or approvals for engaging in such busi- 
ness or acquiring control of or an interest in another so engaged, has been 
considered by the Commission and I am authorized to submit the following 
comments: 

S. 13855 and two related bills, S. 1853 and 8S. 1354, introduced at the request 
of the railroad industry (see Congressional Record, Mar. 10, 1959, p. 3299), 
embody a legislative plan to permit by law any carrier, otherwise qualified, to 
own, control, and operate various other forms of service—rail, motor, water, 
and air. 

The first section of the bill would amend section 309(c) of the Interstate 
Commerce Act to preclude the Commission from denying a certificate to operate 
as a common carrier by water or from attaching thereto terms, conditions, and 
limitations restricting the traffic to be handled, the service to be performed, or 
the operations to be conducted merely by reason of the fact that the applicant 
is a carrier other than a water carrier or a person controlled by or affiliated with 
a carrier other than a water carrier. 

Knactment of this section probably would preclude the Commission, in passing 
on an application of a carrier other than a water carrier or of a carrier affiliated 
with a carrier other than a water carrier from considering whether the water 
carrier operations would be competitive with another mode of transportation 
performed by applicant or by persons affiliated therewith, and whether under 
the circumstances existing it would be compatible with the public interest to 
authorize the applicant to perform such competitive services. If affiliated water 
carriers were involved, such matters would be considered (Albany Barge Lines, 
Inc., Common Carrier Application, 285 1.C.C. 731, 740, and Commercial Transport 
Corp.—Control and Merger, 70 M.C.C, 535, 544, 545). A prohibition against 
considering these matters where applicant is a carrier other than a water 
carrier or affiliated with a carrier other than a water carrier, would place such 
applicant on a preferential basis. 
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If, upon issuance of the certificate, acquisition of control of the water carrier 
were proposed in a transaction within the scope of section 5(2)(a) of the act, 
the provisions of that section requiring the approval of the Commission would be 
applicable. Similarly, if applicant were a noncarrier controlled by, or affiliated 
with, another carrier (except a freight forwarder) approval under section 5 
would be required before the certificate could be issued. Section 1 of the bill 
apparently would not affect jurisdiction under section 5, but it might well limit 
the matters which the Commission could consider in deciding such applications. 
It should also be noted that section 411(a) (1) makes it unlawful for a freight 
forwarder to acquire control of a railroad, a motor carrier, or a water carrier, 
yet section 1 of the bill would appear to sanction such control. 

Sections 2, 3, and 4 of the bill would amend paragraphs (14) and (15), and 
repeal paragraph (16), of section 5. These paragraphs were added to that sec- 
tion by what is known as the Panama Canal Act of August 24, 1912. The pur- 
poses were to prevent the routes through the canal, then nearing completion, 
from coming under the domination of competing railroads, and at the same 
time to disassociate water lines “elsewhere” from such domination, except where 
it was shown that they were operated in the best interests of the public and 
not used by the railroads to stifle competition. (See Lake Line Applications 
under Panama Canal Act, 33 I.C.C. 700.) 

The proposed legislation would retain the prohibitions of section 5(14) as 
to the canal routes and eliminate those applicable to waters “elsewhere.” 
If these prohibitions are no longer necessary as to routes not through the 
eanal, particularly routes through the St. Lawrence Seaway, we see no reason 
why the prohibitions relating to the canal routes should be retained. 

The elimination of the prohibitions in section 5(14) would not cause the 
situation to revert entirely to that which existed before the Panama Canal 
Act was passed. Acquisitions of control of water carriers subject to part 
III of the act by other carriers (except freight forwarders) require the ap- 
proval of the Commission under section 5(2). However section 5(2) is not 
applicable to acquisitions by a railroad of control of water carriers not sub- 
ject to part ITIL (ineluding carriers operating from a place in one State to a 
place in another State which are specifically exempted therefrom by section 303, 
and carriers operating from a place in the United States to a place in a foreign 
country), acquisitions of an interest in a carrier subject to part II] not amount- 
ing to control within the meaning of that term as used in section 5(2), or 
acquisitions of an interest in “any vessel carrying freight or passengers through 
the Panama Canal or elsewhere with which the railroad does or may compete 
for traffic.’ Thus, if sections 2, 3, and 4 of S. 1355 were enacted, the only 
restraint upon railroad acquisitions of such control or interests would be 
such restraints as are imposed by the antitrust laws. 

Our attention has not been called to any undue burden imposed upon the 
railroads by the existing provisions of paragraphs (14), (15), and (16) of 
section 5, or of any situation contrary to the public interest which has been 
brought about by the existence of those provisions. Actually, in recent years 
the railroads have demonstrated little interest in making acquisitions within 
the purview of such provisions, as evidenced by the fact that very few applica- 
tions have been filed thereunder, even though, except in respect of carriers or 
vessels operating through the Panama Canal, the Commission is authorized to 
permit such an acquisition upon a showing that it “will not prevent such com- 
mon carrier by water or vessel from being operated in the interest of the pub- 
lic and with advantage to the convenience and commerce of the people, and 
that it will not exclude, prevent, or reduce competition on the route by water 
under consideration.” 

As indicated, except in respect of carriers or vessels operating through the 
Panama Canal, the railroads are afforded a means of effectuating transactions 
of the nature in question, when they are shown, in effect, to be compatible 
with the public interest. 

Last year, former Chairman Freas, in testifying on the Commission’s behalf 
before the Surface Transportation Subcommittee on the railroad situation 
stated with respect to the general subject of common ownership of different 
modes of transportation : 

“This proposal involves extremely broad policy considerations which only 
the Congress can decide” (transcript, p. 1835). 

We feel now, as we did at the time of our previous testimony, that the issue 
here presented is one of broad congressional policy. We are not, from the 
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information in our possession, in a position now to do other than submit the 
general observations as set forth in our report, also of this date, on S. 1353. 
The passage of legislation such as here proposed may require a restatement of 
the national transportation policy. We suggest that the public policy ques- 
tion inherent in common ownership proposals might well be one of the major 
matters for consideration under Senate Resolution 29. 
Respectfully submitted. 
KENNETH H. TUGGLE, Chairman. 





U.S. DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D.C., July 29, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR: This is in response to your request for the views of the De- 
partment of Justice concerning the bill (S. 13855) to amend the Interstate Com- 
merce Act to remove certain restrictions as to persons who may engage in the 
business of a water carrier and upon the issuance of certificates or approvals 
for engaging in such business or acquiring control of or an interest in another 
so engaged. 

Section 309(c) of the Interstate Commerce Act (49 U.S.C. 909(c)) sets forth 
the types of findings the Interstate Commerce Commission must make in issuing 
certificates of public convenience and necessity to common carriers by water. 
The bill would add thereto a provision to the effect that no application for a 
certificate shall be denied and no terms, conditions, or limitations restricting the 
operations to be performed shall be attached to any certificate merely by reason 
of the fact that the applicant is a carrier other than a water carrier or a person 
controlled by a carrier other than a water carrier or affiliated therewith. 

Section 5(14) of the act (49 U.S.C. 5(14) ) makes it unlawful for any railroad, 
pipeline company, express company or sleeping car company, or any person con- 
trolling, controlled by, or under common control with such a carrier, to own, 
lease, operate, control, or have any interest in any common carrier by water 
operated through the Panama Canal or elsewhere with which such carrier does 
or may compete for traflic or any vessel carrying freight or passengers upon 
said water route or elsewhere with which said railroad or other carrier does or 
may compete for traffic. The bill would delete the words “or elsewhere” (itali- 
cized above), so that the section would apply only to common carriers by water 
operating through the Panama Canal. 

Section 5(15) of the act (49 U.S.C. 5(15)) confers on the Interstate Com- 
merce Commission jurisdiction to determine questions of fact arising under sec- 
tion 5(14), as to competition or the possibility of competition, on application 
of any railroad or other carrier, and provides that such application may pray for 
an order permitting the continuance of any vessel or vessels already in operation, 
or may pray for an order under the provisions of section 5(16). The bill would 
delete the italicized language. 

Section 5(16) of the act (49 U.S.C. 5(16)) confers on the Interstate Commerce 
Commission, notwithstanding the provisions of section 5(14), power to authorize 
any railroad, pipeline company, express company, or sleeping car company, to 
own, lease, operate, or have or acquire an interest in, a common carrier by 

yater or vessel, not operated through the Panama Canal, with which the appli- 
cant does or may compete for traffic, if the Commission shall find that the trans- 
action will not prevent such common carrier by water or vessel from being 
operated in the interest of the public and with advantage to the convenience and 
commerce of the people, and that it will not exclude, prevent, or reduce compe- 
tition on the route by water under consideration. The bill would repeal section 
5(16). 

The purpose of the bill is to remove certain restrictions on the acquisition of 
control of, and operation of, water common carriers and vessels, other than those 
operated through the Panama Canal, by railroads, pipeline companies, express 
companies, and sleeping car companies, and persons affiliated with any of the 
foregoing. 

The long-established and often reenacted congressional policy against per- 
mitting free and unregulated acquisition of carriers of one mode of transporta- 
tion by carriers of another mode is in accord with antitrust principles and 
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policies. It is the view of this Department that the safeguards to competition 
now embodied in sections 5(14), 5(15), and 5(16) of the Interstate Commerce 
Act, and applied in certification proceedings under section 309, should not be 
removed. Accordingly, the Department of Justice is opposed to the enactment 
of the bill. 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 
Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 





SECURITIES AND EXCHANGE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington D.C., March 26, 1960. 
Re S. 1355, 86th Congress, 1st session, a bill to amend the Interstate Commerce 
Act to remove certain restrictions as to persons who may engage in the busi- 
ness of a water carrier and upon the issuance of certificates or approvals for 
engaging in such business or acquiring control of or an interest in another 
so engaged. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR MaGnuson: This refers to your letter of March 12, 1959, 
requesting Comments on the above bill. The bill does not appear to affect mat- 
ters within the jurisdiction of this Commission, and we have no comment on 
the bill. 

Sincerely yours, 
EpWARD N. Gapssy, Chairman. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., June 25, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

DEAR Mr. CHAIRMAN: Further reference is made to your letter of June 17, 
1959, requesting our comments on 8. 2189. 

We have no special knowledge of the need for, or the desirability of, the 
proposed legislation. Its enactment would not directly affect the United States 
as a shipper or user of carriers’ services. nor would it affect the operations 
and functious of the Geveral Accounting Office. 

Accordingly, we have no recommendations to make either for or against the 
proposed legislation. The reference on page 1, lines 7 and 8, of the bill to 
“paragraph (a) of this subsection” apparently should be corrected to “para- 
graph (a) (2) of this subsection.” 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., July 19, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR Mk. CHAIRMAN: Your letter of June 17, 1959, requests comments on S. 
2189, a bill to amend section 411 of the Interstate Commerce Act. as amended, 
with respect to relationships between freight forwarders and other common 
carriers. 

This legislative proposal concerns relationships between freight forwarders 
and other common carriers. The proposal does not directly affect the payment 
of rates and charges made by shippers of freight. 
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Under its statute (63 Stat. 383; 40 U.S.C. 481), General Services Administra- 
tion is interested in transportation and traffic management on behalf of execyu- 
tive agencies from the viewpoint of a user of transportation services. Accord- 
ingly, the proposed legislation does not sufficiently concern GSA’s mission to 
warrant an expression of opinion on the merits of the bill. 

The Bureau of the Budget has advised that they have no objection to the 
submission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 
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